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'HSDUWPHQWRI'HYHORSPHQWDQG3ODQQLQJ
'LYLVLRQRI7HFKQRORJ\(QYLURQPHQWDQG6RFLHW\
$DOERUJ8QLYHUVLW\
)LELJHUVWUFHGH'.$DOERUJ'HQPDUN
(PDLODUOHU#LDXFGN
$%675$&7
7KHSURVSHFWRIFOLPDWHFKDQJHGXHWRKXPDQDFWLYLWLHVKDVSXWWKHTXHVWLRQRI
LQWHUDQGLQWUDJHQHUDWLRQDOMXVWLFHRUHTXLW\LQPDWWHUVRIFRPPRQFRQFHUQRQ
WKHJOREDODJHQGD7KLVDUWLFOHZLOOIRFXVRQWKHTXHVWLRQRILQWUDJHQHUDWLRQDO
MXVWLFHLQUHODWLRQWRWKHVHLVVXHV7KLVLQYROYHVWKUHHEDVLFTXHVWLRQV)LUVWO\WKH
TXHVWLRQRIZKLFKGLVWULEXWLYHFULWHULDPD\EHUHOHYDQWLQWKHGLVWULEXWLRQIWKH
JRRGVDQGEDGVUHODWHGWRWKHLQFUHDVLQJUHHQKRXVHHIIHFW$VHULHVRIFULWHULD
DUHGLVFXVVHGLQUHODWLRQWRGLIIHUHQWXQGHUVWDQGLQJVRIWKHSUREOHP7KHVHFRQG
TXHVWLRQLVZKLFKNLQGRIUHODWLRQVKLSWKHJOREDOSDUWQHUVKLSLVRUVKRXOGEH
FRQVLGHUHGWREHLQLVVXHVRIFRPPRQFRQFHUQ,WLVDUJXHGWKDWYDULRXV
XQGHUVWDQGLQJVRIWKHJOREDOSDUWQHUVKLSFDQEHH[SHFWHGWRUHVXOWLQWKHXVHRI
GLIIHUHQWFULWHULD7KLVGLYHUVLW\OHDGVXVWRWKHWKLUGTXHVWLRQFRQFHUQLQJWKH
SRVVLELOLW\RILGHQWLI\LQJDQRYHUDOOVRFLDOLGHDOZKLFKFDQEHXVHGLQFDVHVZKHUH
VHYHUDOGLIIHUHQWFULWHULDPD\EHXVHIXO,VKDOOGLVFXVVRQHVXFKLGHDOLQ
SDUWLFXODUQDPHO\WKHLGHDORIFRPSOH[HTXDOLW\,QWKHFRQFOXGLQJUHPDUNVLWLV
DUJXHGWKDWDGLVWULEXWLRQRIHPLVVLRQTXRWDVWRFRXQWULHVLQDFFRUGDQFHZLWK
SRSXODWLRQVL]HLVDUHDVRQDEOHVWDUWLQJSRLQWIRUDQHTXLWDEOHVROXWLRQDOWKRXJK
LWLQYROYHVYDULRXVSUREOHPVRIDSSOLFDWLRQ
.(<:25'6
&OLPDWHFKDQJHJUHHQKRXVHHIIHFWHTXLW\MXVWLFHJOREDOSDUWQHUVKLSFRPPRQ
FRQFHUQVGLVWULEXWLYHFULWHULDVRFLDOLGHDOVFRPSOH[HTXDOLW\
(QYLURQPHQWDO9 XHV
k7KH:KLWH+RUVH3UHVV&DPEULGJH8.
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)ULHQGVKLSDQGMXVWLFHVHHP>@WREHFRQFHUQHGZLWKWKHVDPHREMHFWVDQG
H[KLELWHGEHWZHHQWKHVDPHSHUVRQV)RULQHYHU\FRPPXQLW\WKHUHLVWKRXJKWWR
EHVRPHIRUPRIMXVWLFHDQGIULHQGVKLSWRR>-$QGWKHGHPDQGVRIMXVWLFHDOVR
VHHPWRLQFUHDVHZLWKWKHLQWHQVLW\RIWKHIULHQGVKLSZKLFKLPSOLHVWKDWIULHQGVKLS
DQGMXVWLFHH[LVWEHWZHHQWKHVDPHSHUVRQVDQGKDYHDQHTXDOH[WHQVLRQ
$ULVWRWOH1LFRPDFKHDQ(WKLFVEᒫD
,1752'8&7,21
7KH3UHDPEOHWRWKH)UDPHZRUN&RQYHQWLRQRQ&OLPDWH&KDQJH)&&&
EHJLQVZLWKWKHDFNQRZOHGJPHQWRIWKHVLJQLQJSDUWLHVWKDW
WKHFKDQJHLQWKH
(DUWK
VFOLPDWHDQGLWVDGYHUVHIIHFWVDUHDFRPPRQFRQFHUQRIKXPDQNLQG
,W
LVQRWMXVWDSUREOHPIRUWKHSHRSOHZKRDUHRUZLOOEHLPPHGLDWHO\DIIHFWHGE\
WKHDGYHUVHHIIHFWV,WLVDFRPPRQSUREOHPIRUWKHJOREDOFRPPXQLW\DVVXFK
DQGVKRXOGEHVROYHGOLNHVLPLODUSUREOHPVRIFRPPRQFRQFHUQ
LQDVSLULWRI
JOREDOSDUWQHUVKLS
7KHSDUWLHVWKHUHIRUHDOVRDJUHHWKDWDVROXWLRQWRWKH
SUREOHPVKRXOGEHIRXQG
RQWKHEDVLVRIHTXLW\DQGLQDFFRUGDQFHZLWKWKHLU
FRPPRQEXWGLIIHUHQWLDWHGUHVSRQVLELOLWLHV
DQGVRWKDWDQ
DSSURSULDWHEXUGHQ
VKDULQJ
FDQEHHVWDEOLVKHGLQZKLFKDOO
VSHFLILFQHHGVDQGVSHFLDOFLUFXP
VWDQFHV
DUHJLYHQIXOOFRQVLGHUDWLRQ
7KHSDUWLHVWKXVDJUHHWKDW
KXPDQLW\
LVQRWMXVWVLPSO\DZRUGUHIHUULQJWR
WKHWRWDOQXPEHURIKXPDQEHLQJVOLYLQJLQVHSDUDWHFRPPXQLWLHV+XPDQNLQG
FRQVWLWXWHVVRPHNLQGRIUHDOXQLW\D
JOREDOSDUWQHUVKLS
DWOHDVWLQUHODWLRQWR
LVVXHVRIFRPPRQFRQFHUQ,I
IULHQGVKLS
LQWKHEURDGHVWVHQVHRIWKHZRUGD
QRQKRVWLOHUHODWLRQVKLSDQGMXVWLFHDUHFRH[WHQVLYHFRQFHSWVDV$ULVWRWOHWDNHV
LWLQWKHTXRWHGSDVVDJHWKHGHPDQGVRIMXVWLFHRUHTXLW\ZKDWHYHUWKHVHPD\EH
VKRXOGWKHUHIRUHE REVHUYHGE\DOOSDUWLHVZLWKLQLQWKHJOREDOSDUWQHUVKLS(DFK
DQGHYHU\SDUW\LVXQGHUWKHREOLJDWLRQWRFRQWULEXWHLQVROYLQJSUREOHPVRI
FRPPRQFRQFHUQEXWWKHVWULFWREOLJDWLRQJRHVQRIXUWKHUWKDQZKDWFDQEH
FRQVLGHUHGDQHTXLWDEOHVKDUHWDNLQJLQWRDFFRXQWKHVSHFLILFUHVSRQVLELOLW\DV
ZHOODVDOOWKHVSHFLDOQHHGVDQGFLUFXPVWDQFHVZKLFKPD\EHRIUHOHYDQFH
7KHTXHVWLRQZKLFK, VKDOOGHDOZLWKLQWKLVDUWLFOHLVWKHTXHVWLRQRIMXVWLFH
RUHTXLW\LQDZRUOGIDFHGZLWKDVHULRXVLVVXHRIFRPPRQFRQFHUQWKHLQFUHDVLQJ
JUHHQKRXVHHIIHFWZKLFKLVERXQGWRFDXVHWURXEOHVDQGEULQJDERXWUHGLVWULEXWLRQV
RIJRRGVDQGEDGVQRPDWWHUZKHWKHUZHWU\WRDEDWHLWRUQRW$SDUWIURPWKH
GLIILFXOWVFLHQWLILFSUREOHPVFRQFHUQLQJWKHSRVVLEOHFRQVHTXHQFHVRIWKHLQ
FUHDVHSUREOHPVZKLFK, VKDOOSXWDVLGHLQWKLVDUWLFOHWKLVLVPDLQO\DTXHVWLRQ
RIKRZWRGLVWULEXWHYDULRXVNLQGVRIJRRGVDQGEDGVEHWZHHQVWDWHVSHRSOHV
QDWLRQVDQGLQGLYLGXDOVDVZHOODVEHWZHHQJHQHUDWLRQV7KHIRFXVLQWKLVDUWLFOH
LVSXWRQWKHTXHVWLRQRILQWUDJHQHUDWLRQDOMXVWLFHLQUHODWLRQWRDQLVVXHRI
FRPPRQFRQFHUQDWWKHJOREDOOHYHO
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7KLVSUREOHPLQYROYHVDWOHDVWWKUHHEDVLFTXHVWLRQVZKLFKZLOOFRQVWLWXWHKH
UHGWKUHDGVWKURXJKRXWWKHDUWLFOH7KHILUVWTXHVWLRQLVZKLFKGLVWULEXWLYH
FULWHULRQRUVHWRIFULWHULDLVRUFRXOGEHUHOHYDQWZKHQGLVWULEXWLQJWKHJRRGV
DQGEDGVUHODWHGWRWKHLQFUHDVLQJUHHQKRXVHHIIHFW,QWKHILUVWVHFWLRQ, VKDOO
GLVFXVVDVHULHVRIFULWHULDZKLFKFRXOGEHXVHGGHSHQGLQJRQWKHXQGHUVWDQGLQJ
RIWKHSUREOHP7KHFKRLFHRIFULWHULDLVFORVHO\UHODWHGWRDVHFRQGTXHVWLRQWRR
WKHTXHVWLRQQDPHO\ZKLFKNLQGRIUHODWLRQVKLSWKHDVVXPHG
JOREDOSDUWQHU
VKLS
LVRURXJKWWREHLQPDWWHUVRIFRPPRQFRQFHUQ7KXVYDULRXVXQGHUVWDQGLQJV
RIWKLVJOREDOSDUWQHUVKLSFDQEHH[SHFWHGWRUHVXOWLQXVHRIGLIIHUHQWFULWHULD7KLV
GLYHUVLW\OHDGVXVWRWKHWKLUGTXHVWLRQZKHWKHUWKHUHLVDQ\RYHUDOOVRFLDOLGHDO
ZKLFKFDQJXLGHXVLQFDVHVVXFKDVWKHSUHVHQWRQHZKHUHVHYHUDOGLIIHUHQW
FULWHULDPD\EHUHOHYDQW,VKDOOPDLQO\GLVFXVVRQHVXFKLGHDOQDPHO\WKHLGHDO
RIFRPSOH[HTXDOLW\
&5,7(5,$2)',675,%87,21
:KHQHYHUZHWU\WRPDNHDGLVWULEXWLRQMXVWIDLURUHTXLWDEOHZHKDYHWRGHFLGH
ZKLFKFULWHULRQWRXVH,IIRULQVWDQFHZHDUHJRLQJWRGLYLGHDFDNHZHKDYHWR
GHFLGHKRZDQGIRUZKDWUHDVRQVWKHFDNHVKRXOGEHGLYLGHG7KHVLPSOHVWZD\
WRGHDOZLWKWKLVSUREOHPLVWRXVHVLPSOHTXDOLW\DVFULWHULRQVRWKDWHYHU\ERG\
JHWVDQHTXDOVKDUH,IWKHUHDUHQRJRRGUHDVRQVWRGRRWKHUZLVHLHLIWKHUHDUH
QRUHOHYDQWGLIIHUHQFHVEHWZHHQWKHSDUWLHVWKLVDOVRVHHPVWREHWKHPRVWIDLU
VROXWLRQ
7KHUHPD\EHRWKHUHOHYDQWFRQVLGHUDWLRQVWRWDNHLQWRDFFRXQWKRZHYHULQ
ZKLFKFDVHVHTXLWDEOHSURSRUWLRQEHFRPHVPRUHUHOHYDQWKDQVLPSOHHTXDOLW\
)RULQVWDQFHRQHRIWKHSDUWLHVPD\EHPRUHKXQJU\WKDQWKHUHVWDQRWKHUPD\
EHDSDVVLRQDWHFDNHORYHU\HWDQRWKHUPD\EHSRRUHUWKDQWKHUHVWDQGWKHUHIRUH
OHVVXVHGWRVXFKOX[XULHVHWF,QFHUWDLQVLWXDWLRQVWKHVHZRXOGEHUHOHYDQW
TXDOLILFDWLRQV7KHFDNHPD\DOVREHWKHSUL]HLQDFRPSHWLWLRQVRWKDWKHZLQQHU
LVHQWLWOHGWRHDWDOOKHFDQ,QPRVWFDVHVWKHRQHZKREDNHGWKHFDNHLQWKHILUVW
SODFHLVDOVRWKHRQHZKRGHVHUYHVWRJHWWKHELJJHVWVKDUHLIKHRUVKHDFWXDOO\
ZDQWVLW2EYLRXVO\WKHXQGHUVWDQGLQJRIWKHFDNHDVDVSHFLDONLQGRIJRRG
FKDQJHVDORQJZLWKWKHFKDQJHVRIFULWHULDDQGZLWKWKHFKDQJLQJFLUFXPVWDQFHV
7KHH[DPSOHLOOXVWUDWHVWKDWHYHQLQVLPSOHUFDVHVWKHUHFDQEHDYDULHW\RI
FULWHULDWRXVHGHSHQGLQJRQWKHYDULRXVXQGHUVWDQGLQJVRIWKHVSHFLILFJRRG
LQYROYHGDQGRIWKHGLVWULEXWLRQDOVHWWLQJ,WZLOOEHFOHDUDVZHSURFHHGWKDWKLV
YDULHW\LVTXLWHVLJQLILFDQWZKHQZHDUHGHDOLQJZLWKFRPSOH[SUREOHPVOLNHWKH
LQFUHDVLQJUHHQKRXVHIIHFWZKHUHPDQ\NLQGVRIJRRGVDUHLQYROYHGDQG
ZKHUHVHYHUDOZD\VRIXQGHUVWDQGLQJWKHSUREOHPDWLFDUHSRVVLEOH,QWKH
IROORZLQJSDUDJUDSKVRIWKLVVHFWLRQ,VKDOOH[DPLQHDVHULHVRIZHOONQRZQ
GLVWULEXWLYHFULWHULDZKLFKPD\EHXVHIXOZKHQGLVWULEXWLQJEHQHILWVDQGEXUGHQV
UHODWHGWRWKHLQFUHDVLQJUHHQKRXVHHIIHFWDPRQJQDWLRQVRUSHRSOHV,VKDOO
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DUJXHWKDWDOORIWKHPFDQEHXVHGEXWWKDWWKHLUXVHIXOQHVVYHU\PXFKGHSHQGV
RQKRZRQHXQGHUVWDQGVWKHSUREOHP
D6LPSOHHTXDOLW\LVWKHFULWHULRQWKDWLVXVHGZKHQHYHUWKHUHDUHQRUHOHYDQW
GLIIHUHQFHVEHWZHHQWKHLQYROYHGSDUWLHV,WDNHLWDVDSULQFLSOHZKLFKQHHGVQR
IXUWKHUMXVWLILFDWLRQWKDWLIQRJRRGUHDVRQVFDQEHJLYHQWREHKDYHGLIIHUHQWO\
WRZDUGVDQ\RIWKHDIIHFWHGSDUWLHVZLWKLQDJLYHQFLUFOHRIUHODWLRQVKLSDOOSDUWLHV
VKRXOGEHWUHDWHGHTXDOO\7KHEHVWH[DPSOHRIHTXDOWUHDWPHQWLQWKLVVLPSOH
VHQVHLVSUREDEO\WKHGLVWULEXWLRQRIKXPDQULJKWV7KXVLIWKHJUHHQKRXVH
SUREOHPLVXQGHUVWRRGDVDTXHVWLRQZKLFKLVPDLQO\DERXWRQHRUPRUHKXPDQ
ULJKWVVLPSOHHTXDOLW\LVERXQGWREHDPDLQFULWHULRQ
7KLVLVWKHFDVHIRULQVWDQFHLIWKHGLVWULEXWLYHSUREOHPUHODWHGWRWKH
LQFUHDVLQJUHHQKRXVHHIIHFWLVXQGHUVWRRGPDLQO\DVDSUREOHPRIGLVWULEXWLQJ
DFFHVVWRDPRUHRUOHVVOLPLWHGJOREDOFRPPRQVZKLFKKDVQRWEHHQUHJXODWHG
EHIRUH,QWKLVFDVHWKHPRVWREYLRXVDOWKRXJKDVZHVKDOOVHHVKRUWO\QRWWKH
RQO\FRQFOXVLRQZRXOGSUREDEO\EHWRDUUDQJHDQHTXDOGLVWULEXWLRQIHPLVVLRQ
ULJKWVRUHPLVVLRQTXRWDV,WZRXOGEHGLIILFXOWWRDUJXHWKDWVRPHSDUWLHVVKRXOG
EHGHQLHGDFFHVVZKHQWKLVLVDOORZHGWRRWKHUVZKRDUHVLPLODUWRWKHPLQDOO
UHOHYDQWUHVSHFWV
(YHQLQWKLVVLPSOHGHVFULSWLRQKRZHYHUWKHSUHFLVHVSHFLILFDWLRQRIWKH
ULJKWRULWVDSSOLFDWLRQLVRSHQIRUGLIIHUHQWLQWHUSUHWDWLRQV)RULQVWDQFHVKRXOG
HPLVVLRQULJKWVEHDOORFDWHGWRLQGLYLGXDOVRUWRFRXQWULHVRUQDWLRQVRU
SHRSOHV"6KRXOGWKHVDPHDPRXQWRIHPLVVLRQTXRWDVEHDVVLJQHGWRHDFK
LQGLYLGXDOIURPDJOREDODJHQF\RUVKRXOGWKHQDWLRQVWDWHGHPRFUDWLFDOO\
RUJDQLVHGRUQRWEHDOORZHGWRGHWHUPLQHWKHGLVWULEXWLRQDPRQJWKHQDWLRQ
V
RZQFLWL]HQVDVORQJDVLWVWD\VZLWKLQWKHFRPPRQO\GHWHUPLQHGOLPLWV"2UWR
WDNHDQRWKHUGLIILFXOW\VKRXOGWKHHTXDOULJKWEHXQGHUVWRRGDVDULJKWWRDFHUWDLQ
OHYHORIJURVVRUQHWHPLVVLRQV"6KRXOGWKHVLQNVRIJUHHQKRXVHJDVHVHJ
IRUHVWVZLWKLQWKHMXULVGLFWLRQRIQDWLRQVRUZLWKLQWKHSURSHUW\RILQGLYLGXDOV
EHLQFOXGHGLQWKHDFFRXQW",IHPLVVLRQTXRWDVDUHDOORFDWHGWRQDWLRQVLWZLOODOVR
EHQHFHVVDU\WRILQGDQDQVZHUWRWKHTXHVWLRQZKHWKHUWKHHPLVVLRQTXRWDVVKDOO
EHDOORFDWHGRQFHDQGIRUDOORUZKHWKHUHDOORFDWLRQVKRXOGWDNHSODFHDV
SRSXODWLRQVL]HVFKDQJH$QGODVWEXWQRWOHDVWVKRXOGDSSURSULDWHHPLVVLRQ
ULJKWVEHDOORFDWHGEDFNZDUGVLQWLPHVRWKDWFHUWDLQFRXQWULHVRULQGLYLGXDOV
PD\KDYHXVHGXSWKHLUVKDUHVDOUHDG\"
7KHVHSUREOHPVGRLQWKHPVHOYHVLQGLFDWHWKDWWKHUHPD\EHVRPHUHOHYDQW
GLIIHUHQFHVWRFRQVLGHUZKHQGHFLGLQJRQGLVWULEXWLYHFULWHULD)LUVWWKHUHPD\
EHUHOHYDQWSK\VLFDOGLIIHUHQFHV)RULQVWDQFHVRPHFRXQWULHVKDYHHDV\DFFHVV
WRQRQIRVVLOHQHUJ\VRXUFHVOLNHK\GURSRZHUVRODUHQHUJ\ELRPDVVZLQG
SRZHURULIWKLVLVDFFHSWHGQXFOHDUHQHUJ\UHVRXUFHV2WKHUVKDYHIHZHU
SRVVLELOLWLHV,WPD\WKHUHIRUHQRWEHFRQVLGHUHGIDLUWRGLVWULEXWHHPLVVLRQTXRWDV
RQDQHTXDOEDVLV3K\VLFDOGLIIHUHQFHVDUHDOVRLPSRUWDQWLQUHODWLRQWRFRQVH
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TXHQFHVVRPHFRXQWULHVDUHPXFKPRUHYXOQHUDEOHWRWKHLPSDFWRIDQLQFUHDVLQJ
JUHHQKRXVHHIIHFWKDQRWKHUVORZO\LQJFRXQWULHVZDUPDQGGU\FRXQWULHVDQG
FRXQWULHVZLWKSDUWLFXODUO\YXOQHUDEOHHFRV\VWHPVZKHUHDVRWKHUVPD\HYHQ
EHQHILWIURPD ZDUPHUFOLPDWH6XFKGLIIHUHQFHVPD\EHFRQVLGHUHGLPSRUWDQW
HQRXJKWRMXVWLI\DGHYLDWLRQDZD\IURPVLPSOHHTXDOLW\
7KHUHPD\DOVREHLPSRUWDQWKLVWRULFDOGLIIHUHQFHV6RPHFRXQWULHVPD\
LQVLVWIRULQVWDQFHWKDWWKH\KDYHDOUHDG\EHHQXVLQJWKHFRPPRQVIRUD
FRQVLGHUDEOHWLPH7KHVHFRXQWULHVFRXOGDUJXHWKDWZHDUHQRWWDONLQJDERXW
HQWHULQJVRPHYLUJLQWHUULWRU\ZKHUHIRUHHQWLWOHPHQWVEDVHGRQSUHVFULSWLYH
ULJKWVHPDQDWLQJIURPSUHYLRXVXVDJHZRXOGEHUHOHYDQW2WKHUVZRXOGWXUQWKLV
XQGHUVWDQGLQJXSVLGHGRZQDQGVD\WKDWWKHFRXQWULHVWKDWKDYHHPLWWHGJUHDW
DPRXQWVRIJUHHQKRXVHJDVHVIRUDFRQVLGHUDEOHWLPHKDYHDOUHDG\XVHGXSWKHLU
IDLUVKDUHRIWKHFRPPRQWKHUHIRUHWKH\VKRXOGSD\WKHUHVWLIWKH\ZDQWWRKDYH
FRQWLQXHGDFFHVV
6WLOODQRWKHUNLQGRIGLIIHUHQFHWKDWPD\EHFRQVLGHUHGWREHUHOHYDQWLVVRFLDO
GLIIHUHQFH7KXVRQHPD\DVNZKHWKHUWKHSUREOHPZLWKWKHLQFUHDVLQJUHHQ
KRXVHHIIHFWVKRXOGEHXQGHUVWRRGLQLVRODWLRQIURPVRFLDODQGGHYHORSPHQWDO
SUREOHPVRUQRW-XVWDVRQHFRXOGDUJXHWKDWPRUHFDNHVKRXOGEHJLYHQWRWKH
KXQJULHVWSDUWLHVLWFRXOGEHDUJXHGWKDWKHLQFUHDVLQJUHHQKRXVHHIIHFWVKRXOG
EHVHHQLQFORVHUHODWLRQWRWKHGLIIHUHQWOHYHOVRUNLQGVRIGHYHORSPHQWDQG
VROXWLRQVVRXJKWDFFRUGLQJO\$IWHUDOOWKHPRVWYXOQHUDEOHFRXQWULHVZLOOEH
WKRVHZLWKWKHZHDNHVWVRFLDOHFRQRPLFDQGHGXFDWLRQDOVWUXFWXUHV,QULFKORZ
O\LQJFRXQWULHVOLNHWKH1HWKHUODQGVWKH\NQRZZKDWRGRDERXWDULVHLQVHDOHYHO
DQGWKH\KDYHWKHDSSURSULDWHPHDQVVFLHQWLILFDOO\WHFKQLFDOO\DVZHOODV
ILQDQFLDOO\WRLPSOHPHQWJRRGVROXWLRQV2QWKHRWKHUKDQGLQFRXQWULHVZLWK
ILQDQFLDOUHVRXUFHVZD\EHORZWKHZRUOGPHDQDQGZLWKHFRQRPLHVEDVHG
PDLQO\RQDJULFXOWXUHDQ\FKDQJHLQFOLPDWHZLOOLQHYLWDEO\PHDQDORW3RRU
FRXQWULHVFDQQRWDIIRUGWREX\RUGHYHORSQHZFURSVWKH\FDQQRWVXSSRUW
DSSURSULDWHUHVHDUFKIDFLOLWLHVZKLFKFRXOGGHFLGHZKLFKNLQGVRISODQWVZRXOG
EHEHVWWRXVHXQGHUWKHFKDQJLQJFLUFXPVWDQFHVHWF7RFRQFOXGHIRUDQXPEHU
RIUHDVRQVFULWHULDRWKHUWKDQVLPSOHHTXDOLW\PD\YHU\ZHOOEHIRXQGUHOHYDQW
E2QHVXFKDOWHUQDWLYHFULWHULRQLV GHVHUWD FULWHULRQGHSHQGLQJRQFRPPRQ
JRDOVFRPPRQVWDQGDUGVRIH[FHOOHQFHDQGRUFRPPRQFRQFHSWLRQVRIUHVSRQ
VLELOLW\,QWKLVFDVHWKHUHOHYDQWGLIIHUHQFHVZKLFKPDNHLWUHDVRQDEOHWRGHYLDWH
IURPVLPSOHHTXDOLW\DUHWKHXQHTXDOFRQWULEXWLRQVZKHWKHUSRVLWLYHRUQHJD
WLYHWRFRPPRQJRDOV,IGHVHUWLVXVHGDVFULWHULRQSRVLWLYHFRQWULEXWLRQVDUH
UHZDUGHGLQDQDSSURSULDWHZD\ZKHUHDVWKRVHUHVSRQVLEOHIRUQHJDWLYHFRQWUL
EXWLRQVDUHEODPHGDVNHGWRUHPHG\WKHLUDFWLRQVRUSHQDOLVHGDSSURSULDWHO\
7KHDSSOLFDWLRQRIWKLVFULWHULRQSUHVXSSRVHVWKHSUHVHQFHRIDQDJUHHPHQWRQ
FRPPRQO\DFFHSWHGJRDOV,QWKHFDVHRIWKHLQFUHDVLQJUHHQKRXVHHIIHFWDQ
DJUHHPHQWKDVDOUHDG\EHHQPDGHDOWKRXJKWKHIRUPXODWLRQLVIDLUO\ZHDNDQG
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RSHQWRLQWHUSUHWDWLRQ$FFRUGLQJWRWKH)UDPHZRUN&RQYHQWLRQWKHJUHHQKRXVH
JDVFRQFHQWUDWLRQVLQWKHDWPRVSKHUHRXJKWWREHVWDELOLVHG
DWDOHYHOWKDWZRXOG
SUHYHQWGDQJHURXVDQWKURSRJHQLFLQWHUIHUHQFHZLWKWKHFOLPDWHV\VWHP
,WLV
REYLRXVWKDWWKHUHFDQEHPDQ\ZD\VWRGHWHUPLQHWKHOHYHODWZKLFKWKH
LQWHUIHUHQFHVFDQEHFDOOHGGDQJHURXV%XWVWLOOLWLVDVWDQGDUGZKLFKFDQRQO\
EHWZLVWHGDQGEHQWZLWKLQUHDVRQDEOHOLPLWV$ZHOOHVWDEOLVKHGSULQFLSOHOLNH
WKH3ROOXWHU3D\V3ULQFLSOHFDQWKXVEHXVHGLHWKRVHZKRFRQWULEXWHPRVWWR
WKHSUREOHPEH\RQGDFHUWDLQEDVLFOLPLWVKRXOGSD\WKHSULFHDQGRUWDNHWKH
OHDGLQUHPHG\LQJWKHGDPDJHDQGRULQFRPSHQVDWLQJWKHYLFWLPVZKHQHYHUWKLV
ZRXOGEHDQRSWLRQ2QWKHRWKHUKDQGWKRVHZKRPDNHDQHIIRUWWRVROYHWKH
SUREOHPVKRXOGEHUHZDUGHG
F'LVWULEXWLRQVFDQDOVREHPDGHLQDFFRUGDQFHZLWKQHHGVDQGDELOLWLHVVRWKDW

WKHKHDYLHVWEXUGHQVDUHSXWRQWKHEURDGHVWVKRXOGHUV
DQGWKHZHDNHVWSDUWLHV
RUSDUWLHVZLWKSDUWLFXODUSUREOHPVDUHUHOLHYHGPRUHRUOHVVIURPWKHLUEXUGHQV
$SDUWIURPDFFHSWLQJGLIIHUHQFHVLQQHHGVDQGDELOLWLHVDVUHOHYDQWGLIIHUHQFHVLQ
WKHILUVWSODFHDWOHDVWDFRXSOHRIPDLQSUHUHTXLVLWHVIRUXVLQJWKLVFULWHULRQZLOO
SUREDEO\KDYHWRREWDLQWRR)LUVWO\WKHSDUWQHUVKLSDPRQJWKHLQYROYHGDQG
DIIHFWHGSDUWLHVZLOOKDYHWREHFRQVLGHUHGVWURQJHQRXJKWRPRWLYDWHYHQWKH
EHVWRIISDUWLHVWRFRQWULEXWHDFFRUGLQJWRDELOLWLHV,VKDOOUHWXUQWRWKLVLQWKHQH[W
VHFWLRQ6HFRQGO\WKHVWURQJHUSDUWLHVRXJKWQRWFRQVLGHUWKHVSHFLDOWURXEOHVRI
WKHZHDNHUSDUWLHVDVSULPDULO\DQGSHUPDQHQWO\VHOILQIOLFWHG,QVXFKFDVHV
WUDQVIHUVQRORQJHUVHHPIDLU,IERWKRIWKHVHFRQGLWLRQVDUHIXOILOOHGKRZHYHU
QHHGVDQGDELOLWLHVDUHOLNHO\WREHFRQVLGHUHG
,IZHDSSO\WKLVFULWHULRQWRWKHJUHHQKRXVHSUREOHPDWLFWKHEHVWRII
FRXQWULHVKRZHYHUWKLVLVPHDVXUHGZLOOKDYHWRDFFHSWVSHFLDOUHVSRQVLELOLWLHV
QRWMXVWEHFDXVHWKH\UHFRJQLVHWKHLUPDLQKLVWRULFDOUHVSRQVLELOLW\IRUWKH
LQFUHDVLQJUHHQKRXVHHIIHFWRUEHFDXVHWKH\KDYHJDLQHGPXFKIURPWKH
DFWLYLWLHVOHDGLQJWRWKHLQFUHDVHEXWILUVWDQGIRUHPRVWEHFDXVHWKH\DUHPRVW
DEOHWRPDNHDVLJQLILFDQWFRQWULEXWLRQWRVROYLQJWKHSUREOHP/LNHZLVHWKH
VSHFLDOQHHGVDQGFLUFXPVWDQFHVLQSRRUDQGRUYXOQHUDEOHFRXQWULHVKDYHWREH
FRQVLGHUHGUHOHYDQWHQRXJKWRWKHSUREOHPDWKDQGWRWUHDWKHVHGLIIHUHQWO\
$OWKRXJKWKHFRXQWULHVVLJQLQJWKH)UDPHZRUN&RQYHQWLRQLQDJUHHGWKDW
FDUHIRUWKHQHHGLHVWSDUWLHVVKRXOGEHLQWHJUDWHGLQDOOIXWXUHDJUHHPHQWVD
JHQHUDODFFHSWDQFHRIDFRQYHQWLRQZLWKQHHGDQGDELOLW\DVVROHRUPDLQFULWHULD
LVQRWOLNHO\WREHREWDLQHG7KHUHGRHVQRWVHHPWREHDFRQVHQVXVDERXWVHHLQJ
WKHJOREDOSDUWQHUVKLSWREHWLJKWDQGVWURQJHQRXJKIRUWKLVNLQGRIFRPPLWPHQW
DQGXQOHVVDFOHDUOLQHLVGUDZQZKHUHWKHHTXLWDEOHGXW\WRDVVLVWQHHG\SHRSOHV
VWRSVZHFRXOGHDVLO\HQGXSZLWKDSHUPDQHQWWUDQVIHURIJRRGVIURPZHOO
IXQFWLRQLQJWRLOOIXQFWLRQLQJVRFLHWLHV
$QRWKHULPSRUWDQWREVWDFOHWRDVROXWLRQDORQJWKHVHOLQHVLVWKDWLWZLOOEH
GLIILFXOWWRPDQDJHXQOHVVYHU\FOHDUFULWHULDDUHGHILQHGDQGDFRQVHQVXVDERXW
ZKLFKFULWHULDDUHUHOHYDQWPD\EHKDUGWRUHDFK$OPRVWHYHU\FRXQWU\FDQFODLP
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WREHDVSHFLDOFDVHRQHZD\RUDQRWKHUVRPHFRXQWULHVKDYHDFROGFOLPDWHDQG
WKHUHIRUHFODLPWRKDYHDVSHFLDOQHHGIRUHQHUJ\,QZDUPHUFRXQWULHVRQWKH
RWKHUKDQGWKHUHLVDVSHFLDOQHHGIRUHQHUJ\FRQVXPLQJFRROLQJHTXLSPHQW
&RXQWULHVZLWKDORZPHDQLQFRPHFDQFODLPWKHLUVSHFLDOQHHGVDQGODFNRI
DELOLW\ZKHUHDVULFKHUFRXQWULHVPD\FODLPWREHLQDVWDWHRIWUDQVLWLRQZKLFK
DOZD\VWXUQVRXWWREHORQJHUWKDQRULJLQDOO\H[SHFWHGRUWKDWWKH\DUHIDFHGZLWK
DWHPSRUDU\FULVLVRUWKDWWKHLUHFRQRPLFSURJUHVVVKRXOGQRWEHWKUHDWHQHG
EHFDXVHWKHSURJUHVVRIRWKHUQDWLRQVLVGHSHQGHQWRQLWHWF$VLVHDV\WR
LPDJLQHVXFKFODLPVKDYHKDGDPDMRULPSDFWRQWKHQHJRWLDWLRQVVRIDU7RWKLV
FDQEHDGGHGWKHIXUWKHUGLIILFXOW\WKDWFLUFXPVWDQFHVZLOOLQHYLWDEO\FKDQJHDQG
WKDWKHQHJRWLDWLRQVZLOOWKHUHIRUHKDYHWREHUHSHDWHGRYHUDQGRYHUDJDLQ,DP
QRWVD\LQJWKDWKHVHGLIILFXOWLHVVKRXOGSUHYHQWXVIURPWDNLQJQHHGVDQGDELOLWLHV
LQWRFRQVLGHUDWLRQDWDOO,EHOLHYHWKH\VKRXOGEHLQFOXGHG$OO,DPVD\LQJLVWKDW
LWLVYHU\GLIILFXOWWRILQGDQHTXLWDEOHDQGFOHDUFXWVROXWLRQZKLFKGRHVQRWFURVV
VRPHERG\
VPRUHRUOHVVUHDVRQDEOHFODLPV
G6WLOODQRWKHUGLVWULEXWLYHFULWHULRQLVXVDJHRUSUHVFULSWLYHULJKWV7KLVDJDLQ
LVDFULWHULRQZKLFKKDVEHHQXVHGLQDYDULHW\RIFDVHV6RPHWLPHVULJKWVEDVHG
RQXVDJHDUHWXUQHGLQWRJHQXLQHSURSHUW\ULJKWVEXWWKLVLVQRWDOZD\VWKHFDVH
7KHPDLQDUJXPHQWEHKLQGXVLQJXVDJHDVDFULWHULRQLVWKDWDVORQJDVWKHUHDUH
QRUHDVRQVIRUUHDOORFDWLRQVVWURQJHQRXJKWREHDFFHSWHGE\DOODIIHFWHGSDUWLHV
WKLQJVVKRXOGEHOHIWDVWKH\DUH7KRVHZKRFDPHILUVWRUZKRKDYHXVHGDFHUWDLQ
JRRGIRUDORQJWLPHZLWKRXWDQ\OHJDOREMHFWLRQVIURPRWKHUVVKRXOGQRWEH
IRUFHGWRFKDQJHWKHLUFXVWRPDU\SUDFWLFHXQOHVVUHDVRQVDUHJLYHQZKLFKFDQ
FRQYLQFHHYHU\ERG\LQFOXGLQJWKRVHZKRZLOOEHORVLQJWKHLUULJKWVRIXVDJH
,QUHODWLRQWRWKHJUHHQKRXVHSUREOHPDWLFWKLVZRXOGPHDQHLWKHUWKDWDQ\
GLVWULEXWLRQRIULJKWVDQGUHVSRQVLELOLWLHVDVIDUDVSRVVLEOHVKRXOGEHPDGHLQ
DFFRUGDQFHZLWKVWDWXVTXRRUDWOHDVWWKDWVWDWXVTXRVKRXOGEHDFFHSWHGDVWKH
EDVHOLQHIRUIXUWKHUUHJXODWLRQVVRWKDWHJDOOFRXQWULHVUHGXFHWKHLUHPLVVLRQV
ZLWKWKHVDPHSHUFHQWDJHLIDQHHGIRUUHGXFWLRQLVFRPPRQO\DFFHSWHG7KH
FRXQWULHVZKLFKKDYHWKHODUJHVWHPLVVLRQVDQGZKLFKDFFRUGLQJO\KDYHEHHQ
XVHGWRKDYLQJDFFHVVWRWKLVJOREDOFRPPRQVKRXOGNHHSWKHLUULJKWVHLWKHULQ
DEVROXWHRULQUHODWLYHWHUPV7KH0RQWUHDO3URWRFROVRQR]RQHGHSOHWLQJJDVHV
FDQEHVHHQDVEHLQJPDGHDORQJWKHVHOLQHVIRULQVWDQFHDQGLWKDVEHHQDUJXHG
WKDWKHVHSURWRFROVVKRXOGEHXVHGDVWKHPRVWLPSRUWDQWSUHFHGHQWIRUFOLPDWH
FKDQJHWUHDWLHV
H&KDQFHRUOXFNLV\HWDQRWKHUGLVWULEXWLYHFULWHULRQWKDWFRXOGEHFRQVLGHUHG
UHOHYDQW,QWKLVFDVHWKHJUHHQKRXVHSUREOHPLVLQWHUSUHWHGDVDNLQGRIORWWHU\
RUFRPSHWLWLRQZLWKZLQQHUVDQGORVHUV1DWXUDODQGKLVWRULFDOFKDQFHDORQH
GHWHUPLQHWKHEDVHOLQHSRLQWRIUHIHUHQFHDQGPD\EHHYHQPRUHWKDQWKDW2QH
VKRXOGQRWLFHWKDWKLVLVWKHFULWHULRQDFFHSWHGIRULQVWDQFHLQWKHGLVWULEXWLRQ
RIUHVRXUFHVDPRQJFRXQWULHV,WLVFRQVLGHUHGWREHDVLPSOHPDWWHURIIDFWDQG
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QRWDFDVHIRUGHOLEHUDWLRQDQGQHJRWLDWLRQWKDWVRPHFRXQWULHVKDYHPDQ\
QDWXUDOUHVRXUFHVRWKHUVRQO\IHZ'LVWULEXWLRQRIQDWXUDOIHDWXUHVDQGDELOLWLHV
RILQGLYLGXDOVLVDQRWKHUH[DPSOHZKHUHOXFNRUFKDQFHLVDFFHSWHGDVWKH
FULWHULRQQRERG\GHPDQGVDUHGLVWULEXWLRQIVWUHQJWKDQGFOHYHUQHVVEHDXW\
DQGFKDULVPDRUWKDWHYHU\ERG\VKRXOGKDYHWKHVDPHKHLJKWDQGZHLJKW
,QPDQ\FDVHVWKLVFULWHULRQLVXVHGLQFRQQHFWLRQZLWKDULJKWRIYROXQWDU\
UHGLVWULEXWLRQRI WKHJRRGVDFTXLUHGE\FKDQFH)RULQVWDQFHWKHUHLVQR
FRPPRQO\DFFHSWHGGHPDQGWKDWFRXQWULHVZLWKODUJHUHVHUYHVRIVD\IRVVLO
IXHOVRXJKWWRVKDUHWKHVHUHVRXUFHVZLWKWKHFRXQWULHVWKDWGLGQRWKDYHWKLVNLQG
RIOXFN,QVWHDGWKHVHFRXQWULHVDUHIRUFHGWREX\WKHQHHGHGUHVRXUFHVIURPWKH
OXFNLHURQHVRUWRILQGVRPHRWKHUZD\RIJHWWLQJDURXQGWKHLUODFNIRULQVWDQFH
E\VHHNLQJDQRWKHUNLQGRIUHVRXUFHEDVH,QWKLVFDVHDUHGLVWULEXWLRQLVWDNLQJ
SODFHZLWKRXWDFHQWUDOGLVWULEXWLYHEXUHDXXVLQJH[WHUQDOFULWHULD2QHFRXOGVD\
WKDWWKHSURFHGXUHRIYROXQWDU\UHGLVWULEXWLRQLVDFULWHULRQLQLWVHOIRUWKDW
ZLOOLQJQHVVWRSD\FRPELQHGZLWKDELOLW\WRSD\GHWHUPLQHWKHUHVXOW9ROXQWDU\
UHGLVWULEXWLRQVFRXOGDOVRWDNHRQWKHIRUPRIFKDULW\+RZHYHUWKHEDVLFSRLQW
UHPDLQVLQWKLVFDVHWKDWUHGLVWULEXWLRQVDUHLQ.DQWLDQWHUPVQRWSHUIHFWEXWRQO\
LPSHUIHFWGXWLHVLHWKH\DUHQRWUHODWHGWRVWULFWO\REOLJDWRU\DFWLRQVEXWRQO\
WRPHULWRULRXVRQHV
(DUOLHULQWKLVDUWLFOH,ZURWHWKDWLIWKHJUHHQKRXVHSUREOHPDWLFZDV
FRQFHLYHGDVDSUREOHPRIGLVWULEXWLQJDFFHVVWRDKLWKHUWRXQUHJXODWHGFRP
PRQVWKHPRVWREYLRXVRSWLRQZRXOGEHWRGLVWULEXWHDFFHVVULJKWVWRDOORQDQ
HTXDOEDVLV7KLVLVQRWWKHRQO\VROXWLRQKRZHYHU/XFNRUFKDQFHZRXOGDOVR
EHDSRVVLELOLW\7KLVZDVWKHZD\IRULQVWDQFHLQZKLFKSDUWRIWKH1RUWK
$PHULFDQSUDLULHODQGZDVGLVWULEXWHGDPRQJWKHVHWWOHUVWKRVHZKRFDPHILUVW
WRZKDWZDVFRQVLGHUHGWREHDIUHHRSHQDQGXQUHJXODWHGDUHDZHUHHQWLWOHGWR
NHHSDQGXVHWKHLUVKDUHRIODQGRUWRVHOOLWYROXQWDULO\ZLWKRXWIRUFHRUIUDXGWR
VRPHERG\HOVH(PLVVLRQULJKWVFRXOGDFFRUGLQJO\EHGLVWULEXWHGHLWKHUIUHHO\
DVORQJDVWKHUHLVQRFRPPRQGHFLVLRQFRQFHUQLQJVSHFLILFOLPLWDWLRQVRU
WKURXJKDQDXFWLRQRQHPLVVLRQULJKWVLIWKHQHHGIRUOLPLWDWLRQVL JHQHUDOO\
DFFHSWHGRUHYHQPRUHVLPSOHE\OHWWLQJWKRVHZKRJHWDFFHVVEHIRUHWKHOLPLW
LVUHDFKHGKDYHWKHHPLVVLRQULJKWVDQGWKHQOHWWLQJWKHUHVWEX\WKHULJKWVRU
TXRWDVIURPWKRVHZKRFDPHILUVW
2QHVKRXOGQRWLFHWKDWLIOXFNRUFKDQFHLVDFFHSWHGDVPDLQFULWHULRQLWVHHPV
GLIILFXOWWRVHWDQ\OLPLWVWRLWVXVH,QWKHODVWUHVRUWWKHRQHVZKRMXVWKDSSHQV
WREHPRVWSRZHUIXODWDFHUWDLQWLPHIRUQDWXUDODQGKLVWRULFDOUHDVRQVZRXOGDOVR
EHWKHRQHVZKRVHWWKHDJHQGD2ULQDQDOPRVWDVUDGLFDOFDVHWKDWRIWRWDO
ODLVVH]IDLUHZLWKXQOLPLWHGSURSHUW\ULJKWVWKHFKDQFHRUORWWHU\PRGHOZRXOG
LPSO\D9LFWLP3D\V3ULQFLSOHDVWKHYLFWLPVRUSRWHQWLDOYLFWLPVZRXOGKDYH
WRHLWKHUWDNHRQWKHEXUGHQVIURPWKHLPSDFWVRIDQLQFUHDVLQJUHHQKRXVHHIIHFW
RUSD\WKHHPLWWHUVWRPLQLPLVHPLVVLRQVLQRUGHUWRDYRLGSRWHQWLDOO\VHYHUH
LPSDFWV
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,QDOHVVUDGLFDOFDVHZKHUHPRUHFRPPRQUHJXODWLRQVDUHZLGHO\DFFHSWHG
DQGDFRPPRQDJUHHPHQWLVPDGHWRFRPSHQVDWHGDPDJHGRQHWRVRPHSHRSOH
V
SURSHUJRRGVWKLVFULWHULRQZRXOGEULQJXVFORVHUWRD3ROOXWHU3D\V3ULQFLSOH
DOWKRXJKRQO\EH\RQGDFHUWDLQRYHUDOOLPLWRIDFFHSWDEOHHPLVVLRQV7KLVZRXOG
PHDQWKDWWKHRQO\SDUWLHVZKRZRXOGKDYHWRSD\ZRXOGEHWKRVHZKRJHWLQWR
WKHJDPHODWHRUWKRVHZKRFDQQRWNHHSWKHLUHPLVVLRQVZLWKLQWKHOLPLWVWKH\
ZHUHHQWLWOHGWRE\FKDQFHLQWKHILUVWSODFH,WVKRXOGEHQRWLFHGWKRXJKWKDW
HYHQWKLVVWLOOUDWKHUDQWLVRFLDOVRUWRIVROXWLRQGHSHQGVRQWKHSUHVHQFHRID
VRFLDOFRPPXQLW\ZKLFKFDQGHWHUPLQHDQGLPSOHPHQWFRPPRQUHJXODWLRQV
.,1'62)5(/$7,216+,3
6RIDUZHKDYHVHHQWKDWWKHFKRLFHRIFULWHULDLVLQWLPDWHO\OLQNHGWRWKH
XQGHUVWDQGLQJRIWKHJRRGVLQYROYHGDQGWKDWWKHUHDUHYDULRXVUHDVRQDEOH
XQGHUVWDQGLQJVDYDLODEOHLQFRPSOH[TXHVWLRQVOLNHWKHLQFUHDVLQJUHHQKRXVH
HIIHFW,QWKLVVHFWLRQ, ZLOOWU\WRVKRZWKDWKHFKRLFHRIGLVWULEXWLYHSDWWHUQVLV
QRWMXVWGHSHQGHQWRQVRPHLVRODWHGXQGHUVWDQGLQJRIJRRGVDQGEDGVEXWDOVR
RQWKHXQGHUVWDQGLQJRIWKHUHODWLRQVKLSZLWKLQZKLFKWKHJRRGVDQGEDGVDUH
GLVWULEXWHG,QRUGHUWRPDNHWKLVFRQQHFWLRQPRUHREYLRXVOHWXVWDNHDTXLFN
ORRNDWWKHVLPSOHH[DPSOHRIGLYLGLQJDFDNHRQFHDJDLQ
/HWXVVD\ILUVWWKDWWKHFDNHHDWHUVDUHJRRGIULHQGVZKRDUHDFWXDOO\
VKDULQJWKHFDNHUDWKHUWKDQVLPSO\GLYLGLQJLW,QWKLVFDVHQRRQHZLOOFDUHPXFK
DERXWZKHWKHUWKHVKDUHVKDYHH[DFWO\WKHVDPHVL]H7KH\ZLOODOVREHSUHSDUHG
WRJLYHPRUHWRWKHKXQJULHVWSDUWLHVDQGWKH\ZLOOXQGRXEWHGO\JLYHWKHODVWSLHFH
WRWKHQRWRULRXVFDNHORYHU$QRWKHUVLWXDWLRQHPHUJHVLIWKHSDUWLHVDUHRQO\LQ
LWLQRUGHUWRJHWDSLHFHRIWKHSLHDQGWKHUHLVQRDIILQLW\DWDOOEHWZHHQWKHP
,QWKLVFDVHHYHU\ERG\LVOLNHO\EHHDJHUWRPDNHVXUHWKDWKHRUVKHLVJHWWLQJ
H[DFWO\WKHIDLUVKDUH6LPLODUO\WKHSDUWLHVZLOOEHOHVVLQFOLQHGWRDFFHSWUHDVRQV
IRUWDNLQJGLIIHUHQFHVLQWRDFFRXQWKXQJHULVQRWOLNHO\WRFRXQWDVDUHDVRQDQG
IRQGQHVVIRUFDNHHYHQOHVV,IWKHSDUWLHVZHUHKRVWLOHWRHDFKRWKHUVRPHRIWKHP
ZRXOGSUREDEO\HYHQWU\WRJHWPRUHWKDQWKHLUIDLUVKDUHDQGVRPHPLJKWJRDV
IDUDVXVLQJSRZHUWRJHWDVODUJHDSLHFHDVSRVVLEOH
6RLWLVLPSRUWDQWWREHDZDUHRIWKHNLQGRIUHODWLRQVKLSZLWKLQZKLFKWKH
GLVWULEXWLRQLVWDNLQJSODFH$V$ULVWRWOHVWDWHGWKHSRLQWZHGRQRWKDYHWKHVDPH
NLQGVRIREOLJDWLRQVWRHQHPLHVIHOORZFLWL]HQVFRPUDGHVDQGIDPLO\PHP
EHUV7KLVLVQROHVVWUXHZKHQZHDUHWDONLQJDERXWWKHLQFUHDVLQJUHHQKRXVH
HIIHFW7KHXQGHUVWDQGLQJRIKRZDUHDVRQDEOHGLVWULEXWLRQRIEXUGHQVDQG
EHQHILWVRXJKWWREHFRQVWUXFWHGZLOOYHU\PXFKGHSHQGRQKRZZHXQGHUVWDQG
WKHJOREDOSDUWQHUVKLSLQUHODWLRQWRLVVXHVRIFRPPRQFRQFHUQ$OWKRXJKWKHUH
LVQRRQHWRRQHUHODWLRQVKLSEHWZHHQWKHFKRLFHRIFULWHULDQGWKHXQGHUVWDQG
LQJRIKRZWKHLQYROYHGSDUWLHVDUHPXWXDOO\UHODWHGVRPHFULWHULDZLOOVWLOOEH
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PRUHLPSRUWDQWLQVRPHUHODWLRQVKLSVWKDQLQRWKHUVDV,KDYHWULHGWRVKRZLQ
)LJXUH6ROHWXVWDNHDTXLFNORRNDWVRPHRIWKHGLIIHUHQWNLQGVRIKXPDQ
UHODWLRQVKLSVZKLFKPD\EHRIUHOHYDQFHZKHQZHWU\WRGHDOZLWKDSUREOHPRI
FRPPRQFRQFHUQOLNHWKHLQFUHDVLQJUHHQKRXVHHIIHFW
'LVWULEXWLYHFULWHULD+RVW6H M&NVHUHODWLRQVKLSM*RDORULHQWHGI8+%W\EDDHG ,3ROLWLFDOXVHGLQGLIIHUHQWWHNWNPVKLSEHQHYROHQFHUHNWN+WVKOSUHODWLRQVKLSUHODWLRQVKLSNLQGVRI
UHODWLRQVKLSV0DLQFULWHULDD H
HPSKDVLVHG 
6LPSOHHTYDILW\(YHU\ERG\LV (YHU\ERG\JHWVDQ(YHU\ERG\KDVDQ(YHU\ERG\FDQ (YHU\ERG\KDWPPPHTXDOO\IRUFHGWR HTXDOVKDUHXQOHVVHTXDOFKDQFHWR HTXDOO\PDNH HTXDOGHPRFUDWLFILJKWIRUKLPRU UHOHYDQWGLIIHUHQFHVFRQWULEXWHDQGWR FRQWUDFWVLIWKHUHLV ULJKWVOLEHUDOKHUVHOI DUHPXWXDOO\EHUHZDUGHGRU PXWXDODGYDQWDJHSDUWLFLSDWRU\
X _  DFNQRZOHGJHGSHQDOLVHG VRFLDO'HVHUW _1RGLUHFWUHJDUGWR3UDLVHWRWKRVHZKR3RVLWLYH 2QO\UHJDUGWR 3RVLWLYH?GHVHUW GHVHUYHLWEXWQRFRQWULEXWLRQVDUHGH HUWLQVRIDUDV FRQWULEXWLRQVDUHRWKHUSULYLOHJHVRQUHZDUGHGQHJDWLYHSDUWRIKHFRQWUDFWUHZDUGHGQHJDWLYHWKDWFFRXQWRQHVSHQDOLVHG RQHVSHQDOLVHGIRRWWW	ILE%%IHIW1RGLUHFWUHJDUGWR7RHDFKDFFRUGLQJ8VHIXODELOLWLHVDU 2QO\UHJDUGWR +HOSWKHQHHGLHVWQHHGVDQGDELOLWLHVWRQHHGVIURPHDFKUHZDUGHGQHH VQHHGVDQGDELOLWLHVOHW,NHPRVWDEOHDFFRUGLQJWR PD\EHFRQVLGHUHGLQVRIDUDVSDUWRIFRQWULEXWHPRVWᒹDELOLWLHV LIWKHJRDOFDQEH WKHFRQWUDFWZLWKLQUHDVRQDEOH IXUWKHUHGWKLVZD\ OLPLWV
8VDJH[Ee 1RGLUHFWUHJDUGWR$SSURSULDWHUHJ UG0D\EHFRQVLGHUHG2QO\UHJDUGWR $SSURSULDWHUHJ UGHV8WLHLXHXWXVDJH WRXVDJHEXWQR LIWKHFRPPRQJ DOXVDJHLQVRIDUDV WRXVDJHDOWKRXJKQHHGIRU FDQEHIXUWKHUHGWKLVSUHVFULSWLYHULJKWVQRWQHFHVVDULO\DVSUHVFULSWLYHULJKWVZD\ DUHSDUWRIKH SUHVFULSWLYHULJKWVL FRQWUDFW
WLDHADA
FO4L



1DWXUDODQL 3RVLWLYHTXDOLWLHV0D\EHFRQVLGHUHG&KDQFHGHWHUPLQHV$SSURSULDWHUHJ UGKLVWRULFDOFKDQFHDFTXLUHGE\FKDQFHLIFRPPRQJ DOFDQWKHEDVHOLQHIURPWRFRQWLQJHQWGHWHUPLQHVWKH DUHDSSODXGHGEHIXUWKHUHGWKLVZKLFKFRVWVDQG QDWXUDODQGRXWFRPH ZLWKRXWHQY\ ZD\ EHQHILWVDUH KLVWRULFDOZHLJKWHG GLIIHUHQFHV
),*85(0DLQGLVWULEXWLYHFULWHULDQGLIIHUHQWUHODWLRQVKLSV
/HWPHVWDUWZLWKDFRXSOHRIH[WUHPHVRQWKHRQHKDQGWKHUHDUHKRVWLOH
UHODWLRQVKLSVZKHUHDOOSDUWLHVFRQVLGHUWKHPVHOYHVWREHPXWXDOHQHPLHVRUDW
OHDVWXQFRPSURPLVLQJFRPSHWLWRUVDQGRQWKHRWKHUKDQGWKHUHDUHFORVHUNLQGV
RIIULHQGVKLSLQIDPLOLHVDQGNLQVKLSVRULQUHODWLRQVKLSVDPRQJSHRSOHZKRFDUH
YHU\PXFKDERXWHDFKRWKHU,QWKHILUVWFDVHZKHUHDOOSDUWLHVVHHHDFKRWKHUVDV
HQHPLHVGLVFXVVLRQVDERXWGLVWULEXWLYHSULQFLSOHVDUHRIOLWWOHXVH$OONLQGVRI
GLVWULEXWLRQDUHPRUHRUOHVVGHSHQGHQWRQSRZHUUHODWLRQVDQGWKXVSULPDULO\
EDVHGRQOXFNRUFKDQFH1RERG\DFWVRXWRIDQ\PRWLYDWLRQDSDUWIURPQDUURZ
VHOILQWHUHVWDQGHYHU\ERG\EHKDYHVDVDIUHHULGHUZKHQHYHUKHRUVKHJHWVWKH
FKDQFH7KHEHVWRQHFDQKRSHIRULVSHDFHXQGHUVWRRGDVDQRUGHUZKHUHWKH
SDUWLHVDYRLGKXUWLQJHDFKRWKHU,IWKHJOREDOUHODWLRQVKLSZDVOLNHWKLVDOOWKH
ZD\GRZQWKHUHZRXOGSUREDEO\EHQRUHDVRQDWDOOWRGLVFXVVFOLPDWHFKDQJH
FRQYHQWLRQV
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,QWKHVHFRQGFDVHWKHLQWLPDWHNLQGVRIIULHQGVKLSHYHU\WKLQJVHHPWREH
DOPRVWH[DFWO\RSSRVLWH(YHU\ERG\LVDVLQWHUHVWHGLQWKHZHOOEHLQJRIRWKHUVDV
LQKLVRUKHURZQQRERG\ZRXOGHYHQWKLQNRIDFWLQJDVDIUHHULGHUHWF7KHUH
LVRQHLPSRUWDQWSRLQWKRZHYHUZKHUHWKHVHFRQGFDVHLVVLPLODUWRWKHILUVWRQH
RQFHDJDLQWKHFRQFHUQIRUGLVWULEXWLYHMXVWLFHEHFRPHVVHFRQGDU\WRRWKHU
FRQVLGHUDWLRQVLQWKLVFDVHWRWKHSUHVHUYDWLRQRIIULHQGVKLS7RLQVLVWYHU\
VWURQJO\RQMXVWGLVWULEXWLRQVVHHPVSHWW\PLQGHGLQFORVHUNLQGVRIIULHQGVKLS
DOWKRXJKVRPHNLQGRIHTXLW\ZLOOLQHYLWDEO\EHPDLQWDLQHGLQVRIDUDVDOOSDUWLHV
VWULYHWRSUHVHUYHIULHQGVKLSDQGWKHUHIRUHDOVRVRPHNLQGRIHTXDOLW\7KHJOREDO
SDUWQHUVKLSLVQRWDQGLVQRWOLNHO\HYHUWREHDVFORVHDQGPXWXDOO\JHQHURXVDV
WKLVQRWHYHQLQPDWWHUVRIFRPPRQFRQFHUQVRZHKDYHWRORRNDWRWKHUNLQGV
RIUHODWLRQVKLSVLQRUGHUWRILQGDPRUHDGHTXDWHPRGHO
/HWXVWKHUHIRUHWXUQWRWZRNLQGVRIUHODWLRQVKLSZKLFKOLHVRPHZKHUHLQ
EHWZHHQDQGZKHUHGLVWULEXWLYHSULQFLSOHVDUHQRWLQWKLVZD\PDGHVHFRQGDU\
WRVRPHWKLQJHOVH2QHVXFKNLQGRIUHODWLRQVKLSLVZKDW$ULVWRWOHFDOOHGD
SXUSRVHRUJRDORULHQWHGIULHQGVKLSLHDQDVVRFLDWLRQRISHRSOHZLWKFRPPRQ
JRDOVDQGYDOXHV$QLPSRUWDQWGLVWULEXWLYHFULWHULRQLQWKLVNLQGRISDUWQHURU
UHODWLRQVKLSLVGHVHUWWKRVHZKRFRQWULEXWHPRVWLQDFFRUGDQFHZLWKWKHFRPPRQ
SXUSRVHDUHUHZDUGHGLQDQDSSURSULDWHZD\DQGWKRVHZKRVKRZH[FHOOHQFHLQ
DFRPPRQO\XQGHUVWRRGVHQVHZLWKLQWKHDPELWRIWKHDVVRFLDWLRQDUHOLNHZLVH
SUDLVHG$VZHVDZHDUOLHUGHVHUWFRXOGEHDFULWHULRQWREHXVHGLQUHODWLRQWRWKH
JUHHQKRXVHSUREOHPDWLFDVVRRQDVWKHUHLVDQDJUHHPHQWDERXWWKHFRPPRQJRDO
7KXVWKHJOREDOSDUWQHUVKLSFRXOGEHVHHQDVDJRDORULHQWHGUHODWLRQVKLSDWOHDVW
ZLWKLQWKLVVSHFLILFILHOG
+RZHYHURWKHUVZRXOGEHPRUHLQFOLQHGWRVHHLWDVDPRUHQDUURZO\GHILQHG
XWLOLW\EDVHGUHODWLRQVKLSLHDUHODWLRQVKLSEDVHGRQPXWXDODGYDQWDJHRUD
SURYLVLRQDODQGWHPSRUDU\IULHQGVKLSZKLFKRQO\ODVWVDVORQJDVDOOSDUWLHVFDQ
VHHDQDGYDQWDJHLQSUHVHUYLQJLW,QWKLVFDVHRQO\DJUHHPHQWVDERXWGLVWULEX
WLRQVEDVHGRQPXWXDODGYDQWDJHZRXOGEHSRVVLEOH,QVXFKUHODWLRQVKLSV
HYHU\ERG\WKLQNVLQWHUPRILQWHUHVWVDQGHYHU\ERG\LVUHDG\WRGURSWKH
SDUWQHUVKLSDVVRRQDVWKHFRVWVEHFRPHODUJHUWKDQWKHEHQHILWV&RQWUDFWVDQG
DJUHHPHQWVKDYHWRPDNHHYHU\ERG\EHWWHURIILQRUGHUWRVXUYLYH2EYLRXVO\LI
WKLVLVKRZZHVHHWKHJOREDOUHODWLRQVKLSWKHUHZLOOEHVHYHUHOLPLWDWLRQVRQWKH
VSHFWUXPRISRVVLEOHFOLPDWHFKDQJHDJUHHPHQWVDQGIXWXUHJHQHUDWLRQVFDQ
H[SHFWWREHWKHWUXHORVHUV
$PXFKPRUHFRPSOH[NLQGRIUHODWLRQVKLSLVWKHRQHZKLFK$ULVWRWOHFDOOHG
DSROLWLFDOIULHQGVKLSLHWKHNLQGRIUHODWLRQVKLSZKLFKNHHSVSROLWLFDOXQLWV
WRJHWKHUDQGZKLFKPDNHVSHRSOHDFWLQDVSLULWRIFRPPXQLW\$VDOUHDG\
$ULVWRWOHKLPVHOIPDGHFOHDUDZHOOIXQFWLRQLQJSROLWLFDOFRPPXQLW\ZLOOKDYH
WRVXEVFULEHWRDVHULHVRIYDOXHVDQGSULQFLSOHV)LUVWRIDOOWKHUHPXVWEHDWOHDVW
DPLQLPXPRIIUDWHUQLW\RUVROLGDULW\LPSO\LQJDFHUWDLQDPRXQWRIFDUHIRUWKH
ZHDNHVWDQGZRUVWRIISDUWLHVDVZHOODVDFRPPRQVWULYLQJWRUHDFKUHDVRQDEOH
FRQFRUGDVXIILFLHQWDPRXQWRIUHDVRQDEOHDJUHHPHQWHJRQSULQFLSOHVRI
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MXVWLFHDQGHTXLW\,QJHQHUDODVSLULWRIUHFLSURFLW\PXVWEHSUHVHQWH[SUHVVHG
IRULQVWDQFHLQDKDELWRIWDNLQJLQWRDFFRXQWHYHU\ERG\
VSRLQWRIYLHZ7RWKLV
FDQEHDGGHGDQHHGIRUSURFHGXUDOIDLUQHVVQRQGLVFULPLQDWRU\ODZHTXDOULJKWV
RISDUWLFLSDWLRQIUHHGRPWRSXUVXHRQH
VRZQUHDVRQDEOHFRQFHSWLRQRIWKHJRRG
OLIHHWF
,IWKHJOREDOSDUWQHUVKLSDURXQGFRPPRQFRQFHUQVLVXQGHUVWRRGLQWHUPVRI
DSROLWLFDOUHODWLRQVKLSDORQJWKHVHOLQHVWKLVKDVLPSRUWDQWLPSOLFDWLRQVIRUWKH
FKRLFHRIFULWHULD&ULWHULDOLNHQHHGVDQGDELOLWLHVZLOOXQGRXEWHGO\SOD\DPRUH
LPSRUWDQWUROHDVWKHLQFUHDVLQJUHHQKRXVHHIIHFWZLOOQRWEHLQWHUSUHWHGLQ
LVRODWLRQIURPRWKHULVVXHV7KHVROXWLRQWRWKHSUREOHPZLOOWKHQKDYHWREH
GHVLJQHGLQVXFKDZD\WKDWKHVSHFLDOQHHGVRIWKHPRVWYXOQHUDEOHDQGZHDNHVW
SDUWLHVDUHFRQVLGHUHGSDUWLFXODUO\,IRQWKHRWKHUKDQGQRWHYHQWKHZHDNHVW
NLQGRISROLWLFDOUHODWLRQVKLSLVFRQVLGHUHGWREHSUHVHQWWKLVZLOOVSHDNLQIDYRXU
RIFULWHULDOLNHOXFNRUZKDWHYHUVHHPVWREHRIPXWXDODGYDQWDJHWDNLQJ
SDUWLFXODUO\QRWLFHRIWKHQHHGVDQGDPELWLRQVRIWKHVWURQJHVWDQGPRVWGRPLQDQW
SDUWLHV
,QKLVPRVWUHFHQWERRN-RKQ5DZOVKDVVXJJHVWHGLQOLQHZLWKVHYHUDO
RWKHUV WKDWLQJHQHUDOWKHJOREDOSDUWQHUVKLSVKRXOGEHFRQFHLYHGDVD
UHODWLRQVKLSRISHRSOHVWKHFKDUDFWHURIZKLFKLVGHILQHGE\HLJKWIDPLOLDU
SULQFLSOHVRILQWHUQDWLRQDOO ZVHOIGHWHUPLQDWLRQOLPLWHGRQO\E\WKHGXW\WR
REVHUYHFRPPRQWUHDWLHVLQFOXGLQJWUHDWLHVRQKXPDQULJKWVHTXDOLW\GXW\RI
QRQLQWHUYHQWLRQH[FHSWLQFDVHVRIJUDYHYLRODWLRQVRIKXPDQULJKWVULJKWRI
VHOIGHIHQFHKRQRXULQJRIKXPDQULJKWVGXW\WRREVHUYHVSHFLILHGUHVWULFWLRQV
LQWKHFRQGXFWRIZDUDQGWKHGXW\WRDVVLVWEXUGHQHGVRFLHWLHVXQWLOWKH\DUHDEOH
WRPDQDJHWKHLURZQDIIDLUVLQDMXVWRUGHFHQWZD\7KLVLVDNLQGRI
UHODWLRQVKLSZKLFKVKRZVVRPHUHVHPEODQFHVZLWKGRPHVWLFSROLWLFDOIULHQG
VKLSLQSDUWLFXODUZKHQWKHKRQRXULQJRIKXPDQULJKWVDQGWKHGXW\WRDVVLVW
EXUGHQHGVRFLHWLHVDUHJLYHQDVSURPLQHQWSRVLWLRQDVWKH\DUHE\5DZOV7KH
PDLQGLIIHUHQFHLV WKDWWKHPHPEHUVRIWKHJOREDOSDUWQHUVKLSDUHSHRSOHVRU
QDWLRQVQRWSHUVRQVRUFLWL]HQVVRWKDWPRVWLVVXHVDUHOHIWWREHVHWWOHGE\
QDWLRQDOUHJXODWLRQVLQDFFRUGDQFHZLWKGRPHVWLFFRQFHSWLRQVRIMXVWLFHDQG
HTXLW\
7KLVXQGHUVWDQGLQJRIWKHJOREDOUHODWLRQVKLSLQDFFRUGDQFHZLWKWKHEDVLF
SULQFLSOHVRILQWHUQDWLRQDOODZRU5DZOV
8WRSLDQODZRISHRSOHVLVRSHQWR
LQWHUSUHWDWLRQD GFRQVHTXHQWO\WRFRPPRQQHJRWLDWLRQ7KLVLVWKHFDVHLQ
SDUWLFXODUZKHQDSSOLHGWRSUREOHPVRIFRPPRQFRQFHUQOLNHWKRVHUHODWHGWRWKH
LQFUHDVLQJUHHQKRXVHHIIHFW$VWURQJLQWHUSUHWDWLRQRIWKHGXW\RIQRQLQWHUYHQ
WLRQZRXOGLPSO\IRULQVWDQFHWKDWKHHPLVVLRQRIJUHHQKRXVHJDVHVEH\RQGD
OHYHOPXFKORZHUWKDQWKHSUHVHQWRQHVKRXOGEHVWRSSHGLPPHGLDWHO\EHFDXVH
LWWKUHDWHQVWKHYHU\H[LVWHQFHRIVHYHUDOORZO\LQJFRXQWULHV$ZHDNHULQWHUSUH
WDWLRQZRXOGVXJJHVWWKDWSHRSOHVLQKDELWLQJFRXQWULHVZKHUHKXPDQLQGXFHG
FOLPDWHFKDQJHVKDYHLPSRUWDQWHJDWLYHFRQVHTXHQFHVVKRXOGRQO\EHFRPSHQ
VDWHGSURSHUO\LIRUZKHQWKHSUHGLFWHGFOLPDWHFKDQJHVDUHDFWXDOO\WDNLQJ
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SODFHKRZHYHUWKLVPD\EHGRQHLQFDVHVZKHUHFRXQWULHVDUHGLVDSSHDULQJ,Q
JHQHUDOWKLVFRQFHSWLRQRIWKHJOREDOUHODWLRQVKLSGRHVQRWLQLWVHOIGHWHUPLQH
ZKLFKFULWHULRQRUVHWRIFULWHULDWRXVHZKHQGLVWULEXWLQJWKHJRRGVDQGEDGVLQ
UHODWLRQWRLVVXHVRIFRPPRQFRQFHUQOLNHWKDWRIFOLPDWHFKDQJHLQVRIDUDVLW
DOORZVDEURDGVSHFWUXPRILQWHUSUHWDWLRQVXVLQJFULWHULDOLNHQHHGVDQGDELOLWLHV
DWWKHRQHHQGDQGOXFNDQGFKDQFHDWWKHRWKHU
7+(1((')25*8,',1*,'($/6
,QWKHSUHYLRXVGLVFXVVLRQVFRQFHUQHGZLWKILQGLQJWKHPRVWHTXLWDEOHGLVWULEX
WLRQRIWKHEXUGHQVDQGEHQHILWVRIDQLQFUHDVLQJUHHQKRXVHIIHFWD EURDG
YDULHW\RISURSRVDOVKDYHEHHQSXWIRUZDUG7KHVHSURSRVDOVDUHYHU\YDULHGLQ
UHJDUGWRWKHXQGHUVWDQGLQJRIWKHPDLQJRRGVLQYROYHGWKHFKRLFHRIGLVWULEXWLYH
FULWHULDWKHFRQVWUXFWLRQIGLVWULEXWLYHSURFHGXUHVDVZHOODVWKHXQGHUVWDQGLQJ
RIWKHJOREDOSDUWQHUVKLS:LWKUHIHUHQFHWRWKHFULWHULDDQGNLQGVRIUHODWLRQVKLS
VNHWFKHGDERYHKRZHYHURQHFDQDOPRVWGLUHFWO\UHFRQVWUXFWWKHJHQHUDO
RXWOLQHVRIPRVWRIWKHVHSURSRVDOV
,IVLPSOHHTXDOLW\LVXVHGDVFULWHULRQWKHSUREOHPLVXQGHUVWRRGDVRQHRI
GLVWULEXWLQJDFFHVVWRWKHJOREDOFRPPRQVDQGWKHJOREDOSDUWQHUVKLSLVFRQ
FHLYHGDVDWOHDVWDPLQLPDOLVWLFSROLWLFDOUHODWLRQVKLSLQWKHVHQVHGHVFULEHGWKH
ILUVWVROXWLRQPRVWSHRSOHWKLQNRILVWRGLVWULEXWHHPLVVLRQTXRWDVWRFRXQWULHVLQ
DFFRUGDQFHZLWKSRSXODWLRQVL]H7KXVHYHU\ERG\JHWVDQHTXDOVKDUHLQWKHXVH
RIWKHJOREDOFRPPRQV,IWKHVHTXRWDVDUHODUJHHQRXJKWKH\PD\ODWHUEH
UHGLVWULEXWHGYROXQWDULO\IURPFRXQWULHVZLWKORZHPLVVLRQVWRFRXQWULHVZLWK
KLJKHPLVVLRQV$VIDUDV,FDQVHHWKLVLVWKHSURSRVDOZKLFKKDVEHHQSXWIRUZDUG
E\PRVWWKHRULVWVHYHQWKRXJKLWKDVQRWKDGPXFKVXFFHVVLQWKHQHJRWLDWLRQV
VRIDU
,IWKHJOREDOSDUWQHUVKLSDURXQGFRPPRQFRQFHUQVLVLQWHUSUHWHGLQDQHYHQ
VWURQJHUIRUPKRZHYHUQHHGVDQGDELOLWLHVZLOOSOD\DPRUHLPSRUWDQWUROHVR
WKDWHJWKHEXUGHQVRIPLWLJDWLQJWKHLQFUHDVLQJUHHQKRXVHHIIHFWDUHWREH
GLVWULEXWHGLQDFFRUGDQFHZLWK*13*'3RUVRPHRWKHUPHDVXUHRIZHDOWKDQG
DELOLW\3URSRVDOVDORQJWKHVHOLQHVDUHQRWRQO\YHU\VWURQJO\GHSHQGHQWRQD
FRPPRQVHQVHRIJOREDOFRPPXQLW\WKH\DOVRRIWHQGHSHQGRQWKHDFFHSWDQFH
RIMXVWRQHPHDVXUHRIVXFFHVVDQGDELOLW\XVXDOO\PRQH\2QHVKRXOGEHDZDUH
WKDWWKLVLVQRWZLWKRXWLWVSUREOHPVKRZHYHUZKHQZHDUHWDONLQJLQWHUPVRI
HTXLW\
/HWXVVD\IRULQVWDQFHWKDWKHHFRQRPLFDOO\ZHOORIISHRSOHZHUHZRUNLQJ
LQDYHU\KDUGDQGGLVFLSOLQHGPDQQHULQRUGHUWRNHHSXSWKHLUZHDOWKZKHUHDV
WKHSRRUSHRSOHZHUHOHVVZHDOWK\LQHFRQRPLFWHUPVEHFDXVHWKH\XVHGWKHLUWLPH
IXOILOOLQJRWKHUNLQGVRIOLIHJRDOVUHOLJLRXVLQWHOOHFWXDOPHGLWDWLYHDUWLVWLF
VH[XDORUZKDWHYHU,QWKLVFDVHLWGRHVQRWVHHPHTXLWDEOHRQDQ\VWDQGDUGWR
GHPDQGDKHDY\LQYROXQWDU\WUDQVIHURIPHDQVIURPWKHZHDOWK\DQGKDUG
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ZRUNLQJURXSWRWKHJURXSRIHFRQRPLFDOO\SRRUSHRSOHZKRDUHEXV\ZLWKRWKHU
WKLQJV,DPQRWFODLPLQJRIFRXUVHWKDWWKLVLVWKHUHDVRQZK\WKHUHDUH
HFRQRPLFLQHTXDOLWLHVLQWKHZRUOGRIWRGD\,DPRQO\PDNLQJWKHSRLQWWRZKLFK
,VKDOOUHWXUQODWHURQWKDWLWFDQEHTXLWHSUREOHPDWLFWRHTXDOLVHLQUHODWLRQWR
RQHSDUDPHWHURQO\
$QRWKHUVLWXDWLRQHPHUJHVLIJOREDOWLHVDUHFRQVLGHUHGWREHPXFKOHVV
GHPDQGLQJWKDQWKRVHZHILQGIRULQVWDQFHLQGHPRFUDWLFZHOIDUHVWDWHVRUHYHQ
WKDQWKRVHSUHVFULEHGE\LQWHUQDWLRQDOVRIWODZGRFXPHQWVRU5DZOV
8WRSLDQODZ
RISHRSOHV,QWKDWFDVHFULWHULDOLNHOXFNDQGHQWLWOHPHQWEDVHGRQXVDJHDUH
OLNHO\WREHFRPHPRUHLPSRUWDQW2QHPD\DUJXHIRULQVWDQFHWKDWDJOREDO
DJUHHPHQWRQFOLPDWHFKDQJHVKRXOGQRWFKDQJHWKHSUHYLRXVGLVWULEXWLYH
SDWWHUQVRIWKHZRUOGVLJQLILFDQWO\VRWKDWHYHU\ERG\DWOHDVWWKRVHZLWKPRUH
WKDQDFHUWDLQPLQLPXPHPLVVLRQVKRXOGFXWHPLVVLRQVRIJUHHQKRXVHJDVHVE\
WKHVDPHSHUFHQWDJH7KH.\RWR3URWRFROWRWKH)UDPHZRUN&RQYHQWLRQ
ZDVE\DQGODUJHPDGHDORQJWKHVHOLQHVDOWKRXJKWKHUHZHUHVHYHUDOXQIRXQGHG
DGKRFH[FHSWLRQVDOORZHGIRUYDULRXVFRXQWULHV
$QRWKHUSRVVLELOLW\LVWRVD\WKDWHYHU\ERG\VKRXOGSD\WKHVDPH&WD[SHU
XQLWRIHPLVVLRQLQGHSHQGHQWO\RIUHODWLYHZHDOWK7KLVKDVEHHQSURSRVHGIRU
LQVWDQFHDVDJHQHUDOWD[LQWKH(8DQGDIHZFRXQWULHVKDYHDOUHDG\DGRSWHGLW
DVWKHLUQDWLRQDOSROLF\,QWKLVFDVHVLPSOHHTXDOLW\HYHU\ERG\SD\VWKHVDPH
WD[SHUXQLWLVPL[HGLQDSDUWLFXODUZD\ZLWKGHVHUWWKHPRUH\RXDFWLQOLQHZLWK
WKHFRPPRQJRDOWKHOHVV\RXSD\OXFNDQGXVDJHWKHEDVHOLQHGLVWULEXWLYH
SDWWHUQLVQRWFKDQJHG6WLOORWKHUVDUJXHWKDWGHVHUWDQGUHVSRQVLELOLW\VKRXOGEH
EURXJKWPRUHLQWRWKHIRUHJURXQGVRWKDWSULQFLSOHVOLNHWKH3ROOXWHU3D\V
3ULQFLSOHVKRXOGEHJLYHQIXOOFRQVLGHUDWLRQDQGSUHYLRXVHPLVVLRQVEHWDNHQ
LQWRDFFRXQW7KHULVNVZKLFKWKHHPLWWHUVRIJUHHQKRXVHJDVHVLPSRVHRQ
YXOQHUDEOHFRXQWULHVFDQDOVREHFRQVLGHUHGDVDWWDFNVRQWKHQDWLRQDOVRYHU
HLJQW\RIWKHVHFRXQWULHVLQZKLFKFDVHWKHRUGLQDU\UXOHVRILQWHUQDWLRQDOO Z
UHJDUGLQJPXWXDOQRQLQWHUIHUHQFHFRXOGEHXVHG
,IWKHLGHDRIDJOREDOSDUWQHUVKLSLVPLQLPLVHGDOPRVWWRWKHH[WUHPHRQH
FRXOGDUJXHIRUDVROXWLRQLQZKLFKRQO\RULJLQDOOXFNDQGYROXQWDU\PXWXDOO\
DGYDQWDJHRXVFRQWUDFWVDQGUHGLVWULEXWLRQVDPRQJLQGLYLGXDOVRUFRXQWULHV
VKRXOGGHWHUPLQHWKHUHVXOW0DQ\ZRXOGVD\WKDWWKLVLVQRWIDUIURPWKHRUGHU
RIWKHGD\HYHQWKRXJKLWKDVQHYHUEHHQVWDWHGFOHDUO\DVDSURSRVDO7KHJRDOV
RIWKHFRPPRQFRQYHQWLRQVDQGDJUHHPHQWVDUHVWLOOHLWKHUVRYDJXHRUVRZHDN
WKDWWKH\DUHQRWPDNLQJPXFKRIDGLIIHUHQFHDQ\ZD\2ULJLQDOOXFNLVDOVRWKH
PDLQFULWHULRQLQDQRWKHUSURSRVDOZKLFK, KDYHDOUHDG\PHQWLRQHGSUHYLRXVO\
WKHHPLVVLRQTXRWDVFRXOGEHVROGWRWKHKLJKHVWELGGHUVDWDJOREDODXFWLRQ
:HDUHWKXVIDFHGZLWKDVLWXDWLRQZKHUHZHFDQQRWVLPSO\UHIHUWRRQO\RQH
FRPPRQO\DFFHSWHGXQGHUVWDQGLQJRIWKHSUREOHPZLWKWKHLQFUHDVLQJUHHQ
KRXVHHIIHFW7KLVPHDQVDOVRWKDWZHFDQQRWUHGXFHWKHSUREOHPDWLFWRD
GLVWULEXWLRQIMXVW+LHSDUWLFXODUNLQGRIJRRGZLWKDQLQKHUHQWVHWRIGLVWULEXWLYH
FULWHULD,QDVLWXDWLRQOLNHWKLVWKHUHDUHWZRZD\VWRJR7KHILUVWZD\OHDGV
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GRZQZDUGVLQWRWKHPXGRIGHWDLOVWKHVHFRQGRQHOHDGVXSZDUGVLQWRWKHWKLQQHU
DLURIJHQHUDOLGHDOV,VHHQRZD\RIDYRLGLQJWDNLQJERWKZD\V2QWKHRQHKDQG
LWLVQHFHVVDU\DVIDUDVLWLVSRVVLEOHWRVNHWFKWKHPRVWOLNHO\FRQVHTXHQFHVRI
WKHGLIIHUHQWSURSRVDOVDQGFRPELQDWLRQVRISURSRVDOVIRUHDFKQDWLRQ7KLV
ZD\RQHFDQJHWDVHULHVRIFORVHXSVZKLFKPD\VHHPFRQIXVLQJZKHQSXW
WRJHWKHUEXWZKLFKVWLOOPDNHLWSRVVLEOHWRIRFXVPRUHSUHFLVHO\RQWKHPRVW
VHYHUHSUREOHPVDQGWRQHJOHFWWKHOHVVVXEVWDQWLDOZRUULHV:KDWLQWXLWLYHO\
VHHPWREHH[WUHPHDQGLQHTXLWDEOHFRQVHTXHQFHVLQWKHRU\RULQUHDOOLIHRIDQ
RWKHUZLVHUHDVRQDEOHFRPELQDWLRQRISURSRVDOVFDQWKXVEHLGHQWLILHGDQG
KRSHIXOO\UHPHGLHGHLWKHUWKURXJKDFKDQJHRISULQFLSOHVRUDWOHDVWWKURXJKVRPH
DGKRFVROXWLRQV
2QWKHRWKHUKDQGLWLVQHFHVVDU\WRRWRDVNZKHWKHULWLVSRVVLEOHWRILQGD
VRFLDOLGHDORUDQRYHUDOOLGHDORIMXVWLFHRUHTXLW\FRQFHLYHGDVDJHQHUDO
VWDQGDUGRIVWDQGDUGVZKLFKFDQKHOSXVVHOHFWWKHEHVWVROXWLRQVIURPDPRQJWKH
GLIIHUHQWSRVVLELOLWLHV,ILWLVSRVVLEOHWRILQGDQ\VXFKLGHDOLWZLOOKDYHWRVDWLVI\
DWOHDVWWKHIROORZLQJWKUHHIXQGDPHQWDOGHPDQGV)LUVWO\LWPXVWEHDQLGHDOWKDW
RQHZD\RUWKHRWKHULVDEOHWRWUDQVFHQGEXWQRWHUDVHDOOWKHSDUWLFXODU
GLVWULEXWLRQDOVFKHPHVFRQFHUQHGZLWKSDUWLFXODUJRRGVDQGEDGVZKHQJXLGLQJ
XVWKURXJKWKHMXQJOHRIRSSRVLQJGHPDQGVIURPWKHGLYHUVHSURSRVDOV7KLVLV
DQHFHVVDU\FRQGLWLRQEHFDXVHZHDUHORRNLQJIRUDQLGHDOWKDWFDQKHOSXVFKRRVH
IURPDPRQJDYDULHW\RIGLVWULEXWLYHVFKHPHVEDVHGRQGLIIHUHQWNLQGVRI
XQGHUVWDQGLQJV
6HFRQGO\LIZHWKHJOREDOFRPPXQLW\LQWKHEURDGHVWVHQVHRIWKHZRUG
LVWRDGRSWDQ\FRPPRQDJUHHPHQWDWDOORULIWKHFLWL]HQVRIWKHJOREHDUHWRDFW
ZLWKDQDWWLWXGHEH\RQGWKDWRIWKHPRVWQDUURZNLQGRIVHOIFHQWUHGLQWHUHVWKHUH
PXVWEHVRPHEDVLFLGHDRIDJOREDOSDUWQHUVKLSSUHVHQWLQWKHJXLGLQJLGHDO,DP
FRQYLQFHGWKDWKHLGHDOPXVWEHLQOLQHZLWK$ULVWRWOH
VKLQWDERXWWKHQHFHVVDU\
WLHVEHWZHHQIULHQGVKLSRUUHODWLRQVKLSDQGHTXDOLW\
)ULHQGVKLSLVVDLGWREH
HTXDOLW\
KHZULWHVDQGFRQWLQXHVD OLWWOHODWHUWKDWWKLVGRHVQRWPHDQWKDW
HYHU\ERG\VKRXOGDFWDQGEHKDYHXQLIRUPO\QRUWKDWHYHU\ERG\VKRXOGEH
WUHDWHGDVLIWKH\ZHUHDOOLGHQWLFDO3HRSOHDUHGLIIHUHQWWKH\KDYHGLIIHUHQW
VWUHQJWKVDQGZHDNQHVVHVQHHGVDQGDELOLWLHVIHDWXUHVDQGTXDOLWLHVZDQWVDQG
DVSLUDWLRQVHWF&RQVHTXHQWO\WKHNLQGRIHTXDOLW\ZKLFKLVDSSURSULDWHZLWKLQ
DIULHQGO\UHODWLRQVKLSLQWKLVFDVHWKHJOREDOSDUWQHUVKLSKDVWREHXQGHUVWRRG
DVVRPHWKLQJGLVWLQJXLVKHGIURPXQLIRUPLW\,WFDQQRWLPSO\DSULQFLSOHRI
VLPSOHHTXDOLW\UHODWHGWRRQHSDUWLFXODUNLQGRIJRRGEXWUDWKHUD SULQFLSOHRI

SURSRUWLRQWKDWHTXDOLVHVWKHSDUWLHVDQGSUHVHUYHVWKHIULHQGVKLS
"ZKLFKFDQ
EHXVHGDVWKHJHQHUDOJXLGHOLQH
/DVWO\LQRUGHUWRFRYHUWKHEURDGVSHFWUXPRIOLIHVW\OHVDPRQJWKHPHPEHUV
RIWKHJOREDOSDUWQHUVKLSZHKDYHWRLGHQWLI\DNLQGRILGHDOWKDWGRHVQRWIRUFH
XVWRLQWHUIHUHUDGLFDOO\ZLWKORFDORUQDWLRQDOKDELWVXQGHUVWDQGLQJVDQGRUGHUV
RISULRULW\DVORQJDVWKHVHDUHUHDVRQDEOHLQWKH5DZOVLDQVHQVHLHWKDWWKH\
WKHPVHOYHVDOORZDSOXUDOLVPRIOLIHIRUPVDQGNHHSWKHGRRURSHQWRFRRSHUDWLRQ
This content downloaded from 130.225.198.129 on Wed, 3 Sep 2014 07:04:33 AM
All use subject to JSTOR Terms and Conditions

),11$5/(5
ZLWKRWKHUVRQWHUPVDOOFDQDFFHSW7KHLGHDORXJKWQRWEHGHSHQGHQWRQMXVW
RQHYHU\ORFDOKLHUDUFK\RIJRRGVRURQMXVWRQHKLJKO\SDUWLFXODUXQGHUVWDQGLQJ
RIWKHJRRGOLIH7KLVLVQRWWKHVDPHDVVD\LQJWKDWLWVKRXOGEHFRPSOHWHO\QHXWUDO
WRZDUGVDOOFRQFHSWLRQVRIWKHJRRGOLIH,DPQRWVD\LQJWKDWLWFDQEHQRUWKDW
LWVKRXOGEHFRPSOHWHO\QHXWUDOSURPRWLQJSDUWQHUVKLSDQGFRRSHUDWLRQLVLQ
LWVHOID OLPLWDWLRQRQWKHQXPEHURISRVVLEOHFRQFHSWLRQVRIWKHJRRGOLIHEXWWKLV
LVDSRLQWRQZKLFK, FDQQRWHODERUDWHKHUH$OO,DPVD\LQJLVWKDWLWVKRXOGQRW
GHSHQGRQMXVWRQHKLJKO\SHFXOLDUORFDOXQGHUVWDQGLQJOLNHVD\DUHOLJLRXV
FRQFHSWLRQRIWKHJRRG
7KHUHDUHDFWXDOO\VHYHUDOHWKLFDOWKHRULHVZLWKLQKHUHQWLGHDOVZKLFKVDWLVILHV
DWOHDVWVRPHRIWKHWKUHHGHPDQGV)RULQVWDQFHFRVPRSROLWDQXWLOLWDULDQVDUJXH
QRWRQO\WKDWZHVKRXOGWU\WRPD[LPLVHRYHUDOORUDYHUDJHZHOIDUHZLWKLQ
KXPDQLW\DVDWRWDOLW\LHDJOREDOUHODWLRQVKLSQWHUSUHWHGLQDYHU\VWURQJZD\
EXWDOVRWKDWZHVKRXOGDOZD\VNHHSWKHODZRIGLPLQLVKLQJUHWXUQVLQPLQG
'LVWULEXWLYHVFKHPHVKRXOGWKHUHIRUHE SURPRWHGZKLFKOHDGWRPRUHHTXDOLW\
EHFDXVHWKLVLVOLNHO\WRHQKDQFHRYHUDOORUDYHUDJHZHOIDUH,IUHILQHGHQRXJK
DOORZLQJLQWHUPHGLDWHUXOHVUHODWHGWRVSHFLILFLQVWLWXWLRQVDQGDVVRFLDWLRQVLW
PD\DOVREHDEOHWRUHVSHFWWKHGLVWULEXWLRQDOVFKHPHVUHODWHGWRVSHFLILFJRRGV
$QRWKHURDGLVWDNHQE\GHIHQGHUVRIWKHYDULRXVNLQGVRIPD[LPLQRUPLQL
PD[SULQFLSOHVDPRQJZKLFKWKHPRVWSURPLQHQWLVWKHVRFDOOHGGLIIHUHQFH
SULQFLSOHLQ-RKQ5DZOV
WKHRU\RIMXVWLFHDFFRUGLQJWRZKLFKZHVKRXOGDOZD\V
WU\ZLWKLQWKHERUGHUVRIDQDWLRQDODQGSROLWLFDOSDUWQHUVKLSWRLPSURYHWKH
FRQGLWLRQVRIWKHZRUVWRIISHRSOHZKHWKHURUQRWWKLVLQLWVHOIUHVXOWVLQDODUJHU
DPRXQWRIRYHUDOOZHDOWKDQGZHOIDUH,IH[WHQGHGWRWKHJOREDOSDUWQHUVKLSWKLV
ZRXOGLPSO\DGXW\WRILQGGLVWULEXWLYHVFKHPHVZKLFKGLUHFWO\RULQGLUHFWO\
LPSURYHWKHFRQGLWLRQVRIWKHZRUVWRIIZRUOGFLWL]HQV
$OWKRXJKWKHUHLVURRPIRUPXFKUHILQHPHQWLQERWKNLQGVRILGHDOVLQFOXGLQJ
YDULRXVZD\VWRGHDOZLWKWKHIDFWWKDWKXPDQLW\LVGLYLGHGLQWRVHSDUDWHVRFLHWLHV
ZLWKGLIIHUHQWSROLWLFDODLPVDQGFXOWXUHVWKH\WHQGWRVXIIHUIURPWKHVDPH
ZHDNQHVVKRZHYHUWKHLUDSSOLFDWLRQVRIJHQHUDOZHOIDUHIXQFWLRQVXVXDOO\
GHSHQGRQWKHLGHQWLILFDWLRQIRQHVLQJOHGHQRPLQDWRUZKLFKDOOJRRGVDQGEDGV
QHHGWREHPHDVXUHGE\RUUHGXFHGWRILUVWRIDOOZHDOWKRUZHOIDUHRIWHQ
FRQFHLYHGLQPRQHWDU\RUVLPLODUWHUPV2QO\WKLVZD\WKHLUGHIHQGHUVRIWHQ
DUJXHZLOOLWEHSRVVLEOHWRWUDQVFHQGDOOWKHORFDOXQGHUVWDQGLQJVDQGRUGHUVRI
SULRULW\%\XVLQJRQO\RQHFRPPRQGHQRPLQDWRUDOOWKHRWKHUZLVHLQFRPPHQ
VXUDEOHJRRGVFDQEHFRPSDUHGDQGSXWRQWKHVDPHIRUPXOD
7KHSUREOHPLVWKDWWKLVZD\WKH\DUHOLNHO\WRUHLQWHUSUHWWKHSDUWLFXODU
XQGHUVWDQGLQJVRIVSHFLILFJRRGVLQDPDQQHUZKLFKLQPDQ\FDVHVLVTXLWH
IRUHLJQWRWKHXQGHUVWDQGLQJVRIWKHLQYROYHGSDUWLHV7RUHGXFHVD\WKH
HQKDQFHPHQWRIJRRGVOLNHQDWXUDOEHDXW\OHLVXUHRUDUWLVWLFSHUIRUPDQFHVWR
TXHVWLRQVRIPD[LPLVLQJZHDOWKRUZHOIDUHFDQKDUGO\EHVDLGWREHDQHXWUDO
SURFHGXUHWUDQVFHQGLQJDOOSDUWLFXODUXQGHUVWDQGLQJV5DWKHULWVHHPVOLNHDZD\
RISURPRWLQJRQO\RQHYHU\SDUWLFXODUNLQGRIXQGHUVWDQGLQJDWWKHH[SHQVHRI
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RWKHUV,IZHZDQWWRDYRLGWKHVHNLQGVRIUHGXFWLRQVZHPXVWKHUHIRUHORRNIRU
DQLGHDOVRPHZKHUHOVH:HPD\KDYHWRUHWXUQWRUHGXFWLRQVDWDODWHUVWDJHLI
ZHFDQQRWJHWDQ\IXUWKHUZLWKRXWKHPEXWXQWLOWKHQWKHUHVHHPVWREHDJRRG
SRLQWLQDYRLGLQJWKHP7KHRQHLGHDOZKLFKLVPRVWH[SOLFLWLQUHMHFWLQJWKH
PHDVXUHPHQWRIVHSDUDWHJRRGVRQWKHVDPHVFDOHLVWKHLGHDORIFRPSOH[
HTXDOLW\
&203/(;(48$/,7<
7KHLGHDORIFRPSOH[HTXDOLW\FDQEHVNHWFKHGDVIROORZV,QDQ\VRFLHW\WKHUH
LVDJUHDWYDULHW\RIJRRGVLQWHOOHFWXDOVH[XDODWKOHWLFDUWLVWLFSROLWLFDOPRUDO
HWF7KHVHGLIIHUHQWJRRGVFDQQRWEHSXWRQRQHFRPPRQGHQRPLQDWRUWKH\
FDQQRWEHPHDVXUHGRQRQHFRPPRQVFDOH7KHUHFDQQRWEHMXVWRQHPDVWHUJRRG
ZKLFKHYHU\WKLQJHOVHFDQEHH[FKDQJHGZLWKDQGZKLFKFDQEHXVHGWRPHDVXUH
WKHUHODWLYHVWDWXVRIHDFKLQGLYLGXDOLQRUGHUWRMXGJHZKHWKHUKHRUVKHKDVEHHQ
WUHDWHGHTXLWDEO\7KLVDJDLQPHDQVWKDWKHUHFDQQRWEHMXVWRQHPDVWHUSULQFLSOH
ZLWKMXVWRQHGLVWULEXWLYHFULWHULRQZKLFKFDQXVHGHYHU\ZKHUHLQRUGHUWRJLYH
HYHU\ERG\DMXVWDQGHTXLWDEOHVKDUH1RUFDQWKHUHEHMXVWRQHGLVWULEXWRUMXVW
RQHGLVWULEXWLYHSURFHGXUH
,QVWHDGWKHGLVWULEXWLRQIHDFKNLQGRIJRRGQHHGVWREHNHSWDXWRQRPRXV
DVIDUDVSRVVLEOHVRWKDWLWFDQGLVWULEXWHGDFFRUGLQJWRLWVRZQLQKHUHQWFULWHULD
)RULQVWDQFHIRUPDOSDUWLFLSDWRU\LJKWVKRXOGEHJLYHQWRHYHU\ERG\RQDQHTXDO
EDVLVZKHUHDVDFWXDOLQIOXHQFHVKRXOGEHJLYHQWRWKRVHZLWKWKHEHVWDUJXPHQWV
DQGQRWEHH[FKDQJHGIRUVD\ZHDOWKRUVWUHQJWKRUVH[XDOSHUIRUPDQFH2UWR
WDNHDQRWKHUH[DPSOHQRRQHVKRXOGEHDEOHWRJHWDZRUOGFKDPSLRQVKLSLQVSRUW
MXVWEHFDXVHRIKLVH[FHOOHQWVNLOOVLQUKHWRULFRUEHFDXVHRIKLVIULHQGVKLSZLWK
WKHFRPPLVVLRQHUVRIWKHJDPHKRZHYHUWHQGHUDQGFDULQJLWPD\EH1RUVKRXOG
KHEHSUDLVHGDVFKDPSLRQEHFDXVHKHQHHGVWREHFKHHUHGXSDELWEHLQJRQHRI
WKHZRUVWRIIFLWL]HQV7KLQJVVKRXOGQRWEHPL[HGXSWKLVZD\
(DFKLQGLYLGXDORUVRFLHW\WULHVWROLYHDUUDQJHVRFLHW\LQDFFRUGDQFHZLWK
KLVRUKHUWKHLUSDUWLFXODUFRQFHSWLRQRIWKHJRRGOLIHDQGWKHUHIRUHWULHVWR
REWDLQWKHFRUUHVSRQGLQJJRRGV1RERG\FDQFRYHUDOOSRVVLEOHZD\VRIVHOI
H[SUHVVLRQDWOHDVWQRWHTXDOO\ZHOODQGQRERG\FDQUHDFKDOONLQGVRI
VDWLVIDFWLRQ(DFKLQGLYLGXDORUVRFLHW\ZLOOWKHUHIRUHVWULYHIRUH[DFWO\KLVRU
KHUWKHLUYHU\RZQFRPELQDWLRQRIH[SUHVVLRQVDQGVDWLVIDFWLRQVLQFOXGLQJWKH
VDWLVIDFWLRQRIVHOIHVWHHPZKLFKIROORZVIURPOLYLQJLQDFFRUGDQFHZLWKRQH
V
RZQFRQFHSWLRQRIDJRRGDQGGHFHQWOLIHXQGHUWKHJLYHQFLUFXPVWDQFHV
7KHEDVLFSRLQWRIFRPSOH[HTXDOLW\LVWKDWDVORQJDVWKHVSKHUHVDUHNHSW
VHSDUDWHDQGDVORQJDVWKHUHLVQRVLQJOHJRRGZKLFKKDVEHFRPHGRPLQDQWRYHU
DOOWKHRWKHUVQRVLQJOHKLHUDUFK\FDQEHPDLQWDLQHGDVWKHGRPLQDQWRQH
(TXDOLW\FDQWKHUHIRUHQRWEHUHODWHGWRRQHVLQJOHTXDOLW\WKLVZRXOGEHVLPSOH
HTXDOLW\EXWLVWKHJHQHUDORXWFRPHZKHQDODUJHQXPEHURIVHSDUDWHGLVWULEX
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WLRQVDUHPDGHHDFKRIWKHPIRFXVLQJRQDVHSDUDWHTXDOLW\$KXPDQEHLQJRU
DVRFLHW\ZKRLVUHODWLYHO\SRRULQWHUPVRIPRQH\PD\QHYHUWKHOHVVKDYHDULFK
OLIHLQWHUPVRIORYHDUWLVWLFVNLOOVLQWHOOHFWXDODFWLYLW\IUHHWLPHPRUDOLQWHJULW\
QDWXUDOEHDXW\RUZKDWHYHUFRPELQDWLRQRIJRRGVKHRUVKHRUWKH\PD\ILQG
PRVWYDOXDEOH7KHSULFHIRUDFTXLULQJPRUHPRQH\RUDQ\RWKHUVLQJOHJRRG
PD\EHFRQVLGHUHGWREHWRRKLJKLQWHUPVRIRWKHUYDOXHGJRRGV
$VDUHVXOWQRERG\FDQZLQLQDOOVSKHUHVZKHUHDVHYHU\ERG\FDQZLQ
VRPHZKHUHRUWREHPRUHSUHFLVHHYHU\ERG\FDQEHRQWKHZLQQLQJVLGHLQKLV
RUKHUVSHFLDOFRPELQDWLRQRISHUIRUPDQFHVDQGVDWLVIDFWLRQV2QHPD\QRWEHWKH
EHVWVLQJHUQRUWKHEHVWDWKOHWHQRUWKHEHVWWKLQNHUQRUWKHEHVWQXUVHQRUWKH
EHVWIDWKHUEXWQRRQHHOVHPD\EHDEOHWRSHUIRUPEHWWHULQRQH
VRZQVSHFLDO
FRPELQDWLRQDWOHDVWQRWLQVLPLODUVXUURXQGLQJVJLYHQWKHVDPHSUHOLPLQDU\
FRQGLWLRQV
2UQRZWDONLQJH[SOLFLWO\LQWHUPVRIVRFLHWLHVWKHUHVLGHQWVPD\QRWEH
OLYLQJDWWKHPRVWEHDXWLIXOVSRWLQWKHZRUOGDWOHDVWWKLVLVZKDWRWKHUSHRSOH
WHOOWKHPWKH\PD\QRWKDYHWKHKLJKHVWDYHUDJHLQFRPHWKH\PD\QRWKDYHWKH
PRVWVXFFHVVIXOQDWLRQDOIRRWEDOOWHDPWKH\PD\QRWKDYHWKHEHVWPXVLFLDQVDW
OHDVWQRWLQLQWHUQDWLRQDOO\UHFRJQLVHGJHQUHVWKH\PD\QRWKDYHWKHEHVW
VFKRROVDQGXQLYHUVLWLHVHWF6WLOOWKH\PD\QRWZDQWRH[FKDQJHWKHLUOLYHVZLWK
DQ\ERG\HOVHEHFDXVHWKH\WKHPVHOYHVDUHWKHRQO\RQHVZKRFDQIXOO\DSSUH
FLDWHWKHYHU\VSHFLDOFRPELQDWLRQRITXDOLWLHVZKLFKQRQHWKHOHVVDUHSUHVHQWLQ
WKHLURZQVRFLHW\2QO\WKH\FDQIXOO\JUDVSWKHORFDOTXDOLWLHVXQGHUVWRRG
SURSHUO\LQUHODWLRQWRWKHSDUWLFXODUFRQGLWLRQVDQGWKHDOZD\VXQLTXHKLVWRU\
:HDOOGRLWRXUYHU\VSHFLDOZD\DQGDSSUHFLDWHGRLQJLWH[DFWO\WKLVZD\
7KXVHYHQWKRXJKWKHUHZLOOEHGLIIHUHQFHVLQVWDWXVZLWKLQHDFKVHSDUDWH
VSKHUHVRPHDUHIDVWHUVRPHDUHVPDUWHUVRPHKDYHPRUHZLOOSRZHUVRPH
DUHPRUHVHQVLWLYHDQGVRPHDUHPRUHEHDXWLIXOWKDQRWKHUVWKHFRPELQDWLRQ
ZLOOWHQGWRVHWRIIWKHRYHUDOOGLIIHUHQFHVZKHQLWLVFRPSOH[HQRXJK2UWREH
PRUHSUHFLVHWKHUHZLOOEHPDQ\GLIIHUHQWKLHUDUFKLHVZKLFKFDQQRWEHFRP
SDUHGGLUHFWO\RUZKLFKZLOOEHFRPSDUHGYHU\GLVVLPLODUO\LQGLIIHUHQWSDUWVRI
VRFLHW\RULQGLIIHUHQWVRFLHWLHV$OWKRXJKWKHUHDUHPDQ\LQHTXDOLWLHVDWWKH
PLFUROHYHOWKHRYHUDOOSLFWXUHFDQWKXVEHH[SHFWHGWREHRQHRIHTXDOLW\DVORQJ
DVWKHUHDUHQRH[WHUQDOO\LPSRVHGGLVWXUEDQFHVZKLFKPDNHDOLPLWHGVHWRI
TXDOLWLHVPRUHLPSRUWDQWWKDQRWKHUVIRUHYHU\ERG\
,WLVOLNHO\WKHQWKDWHDFKLQGLYLGXDORUVRFLHW\ZLOOWHQGWRWKLQNRIVRFLDO
VWDWXVLQWHUPVRIDFRPELQDWLRQRILQGLFDWRUVZKLFKPDNHVKLPRUKHUVHOIRU
KLVRUKHURZQVRFLHW\SDUWLFXODUO\SURXGRIWKHLURZQVHWRIDVVHWVDQG
DFKLHYHPHQWV,IZHDOOUHDOLVHWKHJRRGSRLQWLQGRLQJWKLVORYLQJZKDWZH
KDYHDQGZKDWZHDUHLQVWHDGRIIRFXVLQJRQZKDWZHDUHQRWDQGKDYHQRWQR
RQHZLOOODFNVHOIHVWHHP,WFDQEHDUJXHGWKHUHIRUHWKDWQRERG\ZLOOKDYH
PXFKUHDVRQWRHQY\DQ\ERG\HOVHEHFDXVHRIWKHLUSURSHUWLHVDELOLWLHVRUVRFLDO
VWDWXV:K\HQY\DQ\RQHHOVHLI\RXURZQSDUWLFXODUFRPELQDWLRQLV WKHRQH
ZKLFKPDNHV\RXSURXGRI\RXUVHOI"
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5REHUW1R]LFNKDVWDNHQWKLVSRLQWWRWKHH[WUHPHE\DUJXLQJWKDWKHUHFDQ
EHQRUHDVRQVOHIWWRPDNHDQ\UHGLVWULEXWLRQVDZD\IURPVWDWXVTXRFUHDWHGE\
QDWXUDODQGKLVWRULFDOFKDQFHWRJHWKHUZLWKSUHVFULSWLYHULJKWVDQGYROXQWDU\
UHGLVWULEXWLRQVDVWKHUHDUHQRFRPPRQO\DFFHSWHGSULQFLSOHVRUVWDQGDUGVWR
IROORZ,IHYHU\ERG\KDVKLVRUKHURZQVHSDUDWHKLHUDUFK\RIVWDQGDUGVIRUVRFLDO
VWDWXVDQGZHOOEHLQJKRZFDQZHHYHUDJUHHRQDQ\FRPPRQVHWRIVWDQGDUGVRI
UHGLVWULEXWLYHMXVWLFHDQGHTXLW\"(YHQLIZHZDQWHGWRHQKDQFHWKHSRVLWLRQRI
WKHZRUVWRIISHRSOHKRZFDQZHLGHQWLI\WKHPLQWKHILUVWSODFHLIGLIIHUHQW
SHRSOHKDYHGLIIHUHQWSRVLWLRQVLQGLIIHUHQWKLHUDUFKLHV"3HWW\PLQGHGQY\WKH
WUXHVLJQRIDODFNRIVHOIHVWHHPLV ZKDWOXUNVEHKLQGDOOGHPDQGVDERXW
UHGLVWULEXWLYHMXVWLFHDQGVHOIHVWHHPFDQQRWEHHTXDOLVHGWKURXJKDQ\NLQGRI
UHGLVWULEXWLRQ
1R]LFNKDVPDGHDQLQWHUHVWLQJSRLQWZKLFKLVTXLWHFORVHDVIDUDV,FDQVHH
WRWKRVHRIPDQ\H[LVWHQWLDOLVWVFKRRVH\RXURZQOLIHDQGEHSURXGRILWDVVXFK
QRPDWWHUZKR\RXDUHDQGKRZEDGWKHFLUFXPVWDQFHVPD\KDSSHQWREH6WLOO
LQRXUFRQQHFWLRQWKLVOLQHRIDUJXPHQWLVVLPSO\DGHDGHQGVWUHHW2QHFDQHDVLO\
FRQWLQXHWRORYHRQHVHOIQRWEHLQJLQWHUHVWHGLQH[FKDQJLQJLGHQWLW\ZLWK
DQ\ERG\HOVHZKLOHDWWKHVDPHWLPHILQGLQJRQH
VRZQFRQGLWLRQDVZHOODVWKDW
RIRWKHUVLQWROHUDEOHRULQHTXLWDEOH7KLVZRXOGPRVWREYLRXVO\EHWKHFDVH
ZKHQYDULRXVIDFWRUVWHQGWRLQIOXHQFHWKHWRWDOV\VWHPRIGLVWULEXWLRQVLQDZD\
WKDWPDNHVWKHILQDORYHUDOOUHVXOWVHHPXQIDLU,QWKLVFDVHWKHLGHDORIFRPSOH[
HTXDOLW\KDVWRWDNHDQDFWLYHWXUQWU\LQJWRUHPHG\WKHLQIOXHQFHRIWKHIDFWRUV
ZKLFKWKUHDWHQHLWKHUWKHFRPSOH[LW\RUWKHHTXDOLW\RIWKHGLVWULEXWLYHV\VWHP
:KLFKIDFWRUVKRXOGZHFRQVLGHUHVSHFLDOO\LIWKLVLVWKHFDVH"
)LUVWRIDOOVRPHJRRGVPD\DIWHUDOOEHPRUHLPSRUWDQWWKDQRWKHUVIRUWKH
GLVWULEXWLRQRIUHODWLYHVWDWXV,IWKLVLVWUXHWKHLGHDORIFRPSOH[HTXDOLW\
GHPDQGVWKDWUHGLVWULEXWLRQVDUHPDGHZKLFKJLYHHYHU\ERG\DQHTXLWDEOH
DFFHVVWRVXFKJRRGV7KHPRVWREYLRXVFDQGLGDWHVIRUWKHVWDWXVRINH\JRRGV
DUHWKHOLEHUDODQGSDUWLFLSDWRU\LJKWVFRQQHFWHGZLWKFLWL]HQVKLSLQGHPRFUDWLF
VRFLHWLHVEHFDXVHLIWKHVHULJKWVDUHQRWUHVSHFWHGWKHSRZHUKLHUDUFK\ZLOO
RYHUUXOHDOORWKHUGLVWULEXWLYHVFKHPHV-XVWDVREYLRXVLVWKHQHHGIRUDEDVLF
LQFRPHRUPDWHULDORSSRUWXQLWLHVEH\RQGWKHOHYHORISXUHVXUYLYDO$OOWDON
DERXWHYHU\ERG\FRQVWUXFWLQJWKHLURZQVRFLDOKLHUDUFKLHVRQWKHVDPHIRRWLQJ
VHHPVZLWKRXWPXFKPHDQLQJDVORQJDVVRPHSHRSOHDUHOLYLQJRQWKHHGJHRI
VXUYLYDORUDVORQJDVWKHUHDUHQROHJDOJXDUDQWHHVIRUHYHQWKHPRVWEDVLFGHJUHH
RIVHOIGHWHUPLQDWLRQ+RZFDQ\RXVWULYHIRUDQ\JRDOVLI\RXKDYHQRULJKWV
QRPHDQVQRRSSRUWXQLWLHV":KHQJURXSVRILQGLYLGXDOVODFNWKHVHNH\JRRGV
WKLVZRXOGLQHYLWDEO\LQIOXHQFHDOOWKHRWKHUVSKHUHVRIMXVWLFHPDNLQJLW
LPSRVVLEOHWRNHHSWKHVHPXWXDOO\LQGHSHQGHQW7KHLGHDORIFRPSOH[HTXDOLW\
WKHUHIRUHGHPDQGVWKDWHYHU\ERG\EHSURYLGHGZLWKWKHVHJRRGV
6HFRQGO\KRZHYHUWKHUHDUHVLWXDWLRQVZKHUHWKHLGHDORIFRPSOH[HTXDOLW\
ZLOOKDYHWRSOD\DQHYHQPRUHDFWLYHUROH7KLVZRXOGEHWKHFDVHZKHQDVSHFLILF
JRRGWHQGVWREHFRPHGRPLQDQWLHZKHUHLWWHQGVWRGLVWXUERWKHUGLVWULEXWLRQV
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RUEHFRPHVVRLQIOXHQWLDORQWKHXQGHUVWDQGLQJRIVRFLDOVWDWXVWKDWVRFLDO
KLHUDUFKLHVUHODWHGWRRWKHUJRRGVORVHWKHLUVLJQLILFDQFH,QWKHVHFDVHVUHPHGLDO
DFWLRQVVHHPWREHHTXLWDEOHRUDWOHDVWUHFRPPHQGDEOHJLYHQWKHLGHDRI
FRPSOH[HTXDOLW\DVDQRYHUDOOLGHDO,WLVDQRSHQTXHVWLRQKRZHYHUKRZIDU
UHDFKLQJWKHVHDFWLRQVVKRXOGEHDOORZHGWREHFRPH
'DYLG0LOOHUKDVPDGHWKHPRGHUDWHVXJJHVWLRQWKDWRQHVKRXOGDOZD\V
IROORZDVDUXOHRIWKXPEWKDWZKHQHYHUPRUHSRVVLEOHXQGHUVWDQGLQJVRIDJRRG
DUHSUHVHQWDQGGLIIHUHQWGLVWULEXWLYHFULWHULDWKHUHIRUHFRXOGEHXVHGRQHVKRXOG
ILQGWKHRSWLRQZKLFKZRXOGEHVWSURPRWHTXDOUHVSHFWRUHTXDOLW\RIRYHUDOO
VRFLDOVWDWXVLQWKHVHQVHGHVFULEHG2QHRI0LOOHU
VRZQH[DPSOHVLVPHGLFDO
FDUH,QDVRFLHW\ZKHUHDOOFLWL]HQVDUHZHOORIIHFRQRPLFDOO\PRVWKHDOWK
VHUYLFHVFRXOGEHGLVWULEXWHGDV DIIRUGDEOHFRPPRGLWLHVRWKDWHYHU\ERG\
FRXOGGHFLGHLQGHSHQGHQWO\WRZKDWH[WHQGKHDOWKRUWKHXVHRIKHDOWKVHUYLFHV
VKRXOGKDYHSULRULW\LQKLVRUKHUOLIH2QWKHRWKHUKDQGLQDVRFLHW\ZKHUHFHUWDLQ
JURXSVRISHRSOHDUHQRWLQDSRVLWLRQWRSD\IRUHYHQWKHPRVWEDVLFPHGLFDOFDUH
KHDOWKVHUYLFHVZRXOGKDYHWREHGLVWULEXWHGLQDQRWKHUZD\EHFDXVHRWKHUZLVH
WKHODFNRIKHDOWKDPRQJWKHVHSRRUSHRSOHZRXOGGLVWXUERWKHUGLVWULEXWLRQV
ZKHUHIRUHFRPSOH[HTXDOLW\FRXOGQRWEHXSKHOG
,IZHQRZWXUQEDFNWRWKHGLVWULEXWLRQIJRRGVDQGEDGVLQUHODWLRQWRWKH
LQFUHDVLQJUHHQKRXVHHIIHFWRQHFRXOGVD\IROORZLQJWKLVOLQHRIWKRXJKWWKDW
WKHVROXWLRQVKRXOGSURPRWHTXDOLW\RIVRFLDOVWDWXVDVIDUDVSRVVLEOHZLWKRXW
WKHUHE\GLVWXUELQJWKHGLVWULEXWLYHDXWRQRP\RIDQ\VSKHUHRIMXVWLFH7KLV
PHDQVILUVWRIDOOWKDWRQHVKRXOGQRWVXSSRUWSURSRVDOVZKLFKPDNHLWPRUH
GLIILFXOWIRUVRPHERG\WRPDLQWDLQKLVRUKHUVHOIHVWHHPRUHYHQVXUYLYDODVLW
LVWKHFDVHZKHQDFFHVVWRNH\JRRGVLVEORFNHGRUZKHQFHUWDLQJRRGVEHFRPH
VRGRPLQDQWWKDWKHDXWRQRP\RIRWKHUGLVWULEXWLRQVLVUXLQHG7KLVFRXOGHDVLO\
EHWKHUHVXOWIRULQVWDQFHLIWKHGLVWULEXWLRQIHQWLWOHPHQWVWRHPLWJDVHVWRWKH
DWPRVSKHUHZDVPDGHDORQJOLQHVVLPLODUWRWKRVHRISULYDWHSURSHUW\EDVHGRQ
SUHYLRXVXVDJH,QWKLVFDVHWKHODWHUFRPLQJHPLWWHUVZRXOGEHIRUFHGWREX\
HPLVVLRQTXRWDVIURPWKRVHZKRERUURZLQJDFRXSOHRI/RFNHDQSKUDVHVIRUD
PRPHQWILUVWPL[HGWKHHPLVVLRQVRIWKHLUODERXUZLWKWKHDWPRVSKHUHDVSDUW
RIIUHHDQGXQUHJXODWHGQDWXUH
6WDWLQJWKHVDPHSRLQWLQSRVLWLYHWHUPVRQHVKRXOGVXSSRUWSURSRVDOVZKLFK
PDNHLWHDVLHUIRUHYHU\ERG\WRXQGHUVWDQGWKHLURZQJHQHUDOVWDWXVDVEHLQJ
HTXDOWRRWKHUVLQVSLWHRIDOOWKHVSHFLILFGLIIHUHQFHV,EHOLHYHWKDWKLVLVRQHRI
WKHPDLQUHDVRQVZK\DQHTXDOGLVWULEXWLRQIWUDGDEOHHPLVVLRQULJKWVWRDOO
FLWL]HQVRIWKHHDUWKKDVEHHQVHHQE\PDQ\WKHRULVWVDVWKHPRVWDWWUDFWLYH
VROXWLRQ,WZLOOQRWVROYHWKHJHQHUDOSUREOHPRIJOREDOLQHTXDOLW\EXWLQWKH
SUHVHQWVLWXDWLRQDWOHDVWLWZRXOGQRWZRUVHQLWHLWKHU,WZRXOGDFWXDOO\OHVVHQ
WKHSUREOHPWRDFHUWDLQH[WHQW+RZPXFKWKLVOHVVHQLQJZRXOGEHGHSHQGVQRW
RQO\RQWKHDJUHHGXSRQRYHUDOOOLPLWRQHPLVVLRQVWRJHWKHUZLWKWKHSULFHRQ
WUDGDEOHSHUPLWVEXWDOVRDV,VKDOOUHWXUQWRDOLWWOHODWHURQWKHSROLWLFDOFXOWXUH
RIWKHUHFHLYLQJSDUWLHV
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$PRUHUDGLFDOLQWHUSUHWDWLRQRIWKHGHPDQGVRIFRPSOH[HTXDOLW\ZRXOG
DOORZWKHXVHRIPRUHH[WHQVLYHPHDVXUHVOLNHDFRPSUHKHQVLYHUHGLVWULEXWLRQI
SURPLQHQWJRRGVILUVWRIDOOPRQH\,QWKLVFDVHVRPHRIWKHUHGXFWLYHVFKHPHV
RIGLVWULEXWLYHMXVWLFHSDUWLFXODUO\WKRVHEDVHGRQPD[LPLQRUPLQLPD[
SULQFLSOHVFRXOGEHUHLQWURGXFHG,IIRUH[DPSOHWKHUROHRIPRQH\RUVLPLODU
TXDVLXQLYHUVDOJRRGVZLWKQRGLUHFWO\DWWDFKHGPHDQLQJDQGQRLQKHUHQW
GLVWULEXWLYHFULWHULDLVVRLPSRUWDQWWKDWLWGLVWXUEVWKHDXWRQRP\RIRWKHU
GLVWULEXWLYHSDWWHUQVDQGWKHUHIRUHDOVRWKHSRVVLELOLW\RIDQRYHUDOOSLFWXUHRI
HTXDOLW\LWGRHVVHHPQHFHVVDU\IURPWKHSRLQWRIYLHZRIFRPSOH[HTXDOLW\WR
WDNHVSHFLDOSUHFDXWLRQV,QUHODWLRQWRWKHJUHHQKRXVHSUREOHPDWLFWKLVFRXOG
FHWHULVSDULEXVVSHDNLQIDYRXURIDVROXWLRQZKHUHQHHGVDQGDELOLWLHVDUH
LPSRUWDQWFULWHULD
$VPHQWLRQHGVHYHUDOWLPHVEHIRUHKRZHYHUWKLVSURSRVDOZRXOGXQGRXEW
HGO\UXQFRXQWHUWRPRVWSHRSOH
VXQGHUVWDQGLQJRIWKHJOREDOSDUWQHUVKLS,IWKH
PRVWH[FHVVLYHLQHTXDOLWLHVZHUHUHDOO\WRGLVDSSHDUDIWHUD OLPLWHGSHULRGRI
WUDQVLWLRQZKHQDFHUWDLQDPRXQWRIJRRGVZHUHWUDQVIHUUHG,WHQGWREHOLHYH
PD\EHTXLWHQDLYHO\WKDWPDQ\SHRSOHZRXOGDFFHSWWKHVHWUDQVIHUVZKHWKHU
WKH\FRQVLGHULWWREHDPDWWHURIMXVWLFHRIHTXLW\RIFKDULW\RUVLPSO\DVDZD\
RIPDNLQJWKHZRUOGDPRUHWROHUDEOHSODFHWROLYH,IRQO\WKH\FRXOGEHFHUWDLQ
7KHSUREOHPLVXQIRUWXQDWHO\WKDWKHUHDUHVRPDQ\PRUHREVWDFOHVSUHVHQWLQ
WKHUHDOZRUOGWKDWKHXQHTXDOGLVWULEXWLRQIPRQH\DFURVVQDWLRQDOERUGHUVPD\
QRWLQLWVHOIEHWKHPDLQSUREOHP,WLVGLIILFXOWIRULQVWDQFHWRLJQRUHWKHSROLWLFDO
RSSUHVVLRQDQGODFNRIUHVSHFWRIKXPDQULJKWVWKHFLYLOZDUVWKHPLOLWDU\
DUPDPHQWKHFXOWXUHVRIFRUUXSWLRQDVZHOODVWKHKXJHGRPHVWLFLQHTXDOLWLHV
ZLWKLQPDQ\RIWKHFRXQWULHVWKDWDUHFRXQWHGDPRQJWKHZRUVWRIISDUWLHV$V
ORQJDVWKHVHSUREOHPVFRQWLQXHWRSXWWKHLUPDUNRQWKHGLVWULEXWLRQIJRRGV
LWLVGLIILFXOWWRLPDJLQHWKDWKHDY\WUDQVIHUVDWDJOREDOOHYHOZRXOGVROYHYHU\
PXFKLQLWVHOI5DWKHULWPD\YHU\ZHOOEHWKHFDVHWKDWKHPRQH\HQGVXSLQWKH
ZURQJSRFNHWVRUWKDWYXOQHUDEOHVRFLDOV\VWHPVDUHKHDYLO\GLVWXUEHGE\WKH
WUDQVIHUV
'XHWRWKHVHSUREOHPVLWLVQRWOLNHO\WKDWDFRQVHQVXVFDQEHPDGHDURXQG
DVROXWLRQWKDWDNHVQHHGVDQGDELOLWLHVWREHPDLQFULWHULD,WPD\QRWHYHQKHOS
WKHQHHGLHVWSHRSOHPXFKDVORQJDVWKHUHFHLYHUVDUHQDWLRQVWDWHVLQFRXQWULHV
ODFNLQJGHPRFUDWLFRUHYHQGHFHQWLQVWLWXWLRQV7RWKLVFDQEHDGGHGWKH
LQMXVWLFHRIPRUHSHUPDQHQWWUDQVIHUVRIJRRGVIURPVRFLHWLHVZKLFKFRQFHQWUDWH
DOOHIIRUWVRQHFRQRPLFJURZWKWRVRFLHWLHVZKLFKSXWPRUHVWUHVVRQRWKHUDLPV
$V,PHQWLRQHGHDUOLHULQWKLVDUWLFOH-RKQ5DZOVKDVSURSRVHGWKDWKHOLPLWRI
RXUGXW\RIDVVLVWDQFHLQLQWHUQDWLRQDODIIDLUVVKRXOGEHORFDWHGDWWKHSRLQWZKHUH
WKHEXUGHQHGVRFLHWLHVKDYHDFKLHYHGMXVWDQGSROLWLFDOO\OLEHUDORUDWOHDVW
GHFHQWLQVWLWXWLRQVEDVHGRQUHVSHFWIRUIXQGDPHQWDOKXPDQULJKWVLQFOXGLQJ
WKHULJKWWREDVLFPHDQVRIVXEVLVWHQFH7KLVLVYHU\PXFKFRPSDWLEOHZLWKWKH
LGHDORIFRPSOH[HTXDOLW\EHFDXVHLWOHDYHVLWWRWKHVRFLHWLHVWKHPVHOYHVWR
This content downloaded from 130.225.198.129 on Wed, 3 Sep 2014 07:04:33 AM
All use subject to JSTOR Terms and Conditions

),11$5/(5
GHFLGHZKLFKNLQGRIIXUWKHUGHYHORSPHQWZRXOGEHPRVWDSSURSULDWHLQUHODWLRQ
WRWKHLUVSHFLILFSROLWLFDODQGFXOWXUDOSULRULWLHV
2QHRIWKHPDLQDUJXPHQWV5DZOVSXWVIRUZDUGLQRUGHUWRMXVWLI\KLVSURSRVDO
LVWKDWKHFUXFLDOHOHPHQWLQKRZDFRXQWU\IDUHVLVLWVVRFLDODQGSROLWLFDOFXOWXUH
QRWWKHOHYHORILWVUHVRXUFHV)RUHLJQFRXQWULHVKRXOGWKHUHIRUHILUVWDQG
IRUHPRVWDVVLVWEXUGHQHGVRFLHWLHVLQWKHHQKDQFHPHQWRIDSROLWLFDODQGVRFLDO
FXOWXUHZKLFKDOORZWKHPWRPDQDJHWKHLURZQDIIDLUVLQDUHDVRQDEOHZD\UDWKHU
WKDQVLPSO\WUDQVIHUFRQVLGHUDEOHDPRXQWVRIUHVRXUFHVWRQDWLRQVWDWHVHJ
IURPDJOREDOWD[DWLRQRIJUHHQKRXVHJDVHPLVVLRQV7KHODFNRIOLEHUDODQG
GHPRFUDWLFLQVWLWXWLRQVLQPDQ\FRXQWULHVFDQDFFRUGLQJO\EHVHHQDVDQLPSRU
WDQWREVWDFOHWRWKHXVHRIQHHGVDQGDELOLWLHVDVPDLQFULWHULDLQDJUHHPHQWVRQ
PDWWHUVRIFRPPRQFRQFHUQOLNHWKHLQFUHDVLQJUHHQKRXVHHIIHFWWKHQHHGVRI
WKHZRUVWRIIJURXSVRISHRSOHDUHQRWOLNHO\WREHUHOLHYHGYHU\PXFKDVORQJDV
LWLVWKHQDWLRQVWDWHVZKLFKDUHWKHUHFLSLHQWVRIWUDQVIHUV$OWKRXJKWKLVOLQHRI
DUJXPHQWPD\UHVXOWLQVROXWLRQVZKLFKDUHQRWIDLUWRDOOSDUWLHV,GRILQGLWTXLWH
FRQYLQFLQJ,ZRXOGOLNHWRDGGKRZHYHUWKDWKLVMXVWXQGHUOLQHVWKHQHHGWRILQG
RWKHUDQGPRUHDSSURSULDWHZD\VWRDVVLVWSHRSOHOLYLQJLQEXUGHQHGVRFLHWLHV
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$Q\RYHUDOOLGHDOZKLFKLVVWURQJHQRXJKWRLQIOXHQFHRXUXQGHUVWDQGLQJRI
MXVWLFHDQGHTXLW\LQDZD\WKDWDNHVXVEH\RQGWKHXVHRIFULWHULDOLNHOXFNDQG
FKDQFHFRPELQHGZLWKYROXQWDU\UHGLVWULEXWLRQKDVWRUHO\RQDIDLUO\VWURQJ
FRQFHSWLRQRIWKHUHODWLRQVKLSDWKDQGLQWKLVFDVHWKHJOREDOSDUWQHUVKLSDURXQG
LVVXHVRIFRPPRQFRQFHUQ7KLVLVWKHFDVHZLWKDQ\FRVPRSROLWDQYHUVLRQRI
XWLOLWDULDQLVPZLWKLGHDOVUHODWHGWRWKHGLUHFWRULQGLUHFWXVHRIPD[LPLQRU
PLQLPD[SULQFLSOHVRQDJOREDOOHYHODVZHOODVZLWKWKHLGHDORIFRPSOH[
HTXDOLW\7KH\DOOSUHVXSSRVHWKHSUHVHQFHRIRUSURPRWHWKHLGHDORID
UHODWLRQVKLSZLWKREOLJDWLRQVEH\RQGWKRVHUHVXOWLQJIURPFDOFXODWLRQVEDVHGRQ
PXWXDODGYDQWDJH
7KHPRUHUDGLFDOWKHFRQVHTXHQFHVDUHZKLFKIROORZIURPWKHVROXWLRQV
VXSSRUWHGE\WKHVHLGHDOVWKHVWURQJHUWKHJOREDOUHODWLRQVKLSLVH[SHFWHGWREH
RUKRSHGWREHFRPH,IIRULQVWDQFHDQ\RIWKHLGHDOVUHFRPPHQGVWKDWEDVLF
LQFRPHRXJKWWREHJXDUDQWHHGLUHFWO\E\WKHJOREDOFRPPXQLW\DVDKXPDQ
ULJKWWKLVFRPPXQLW\ZRXOGKDYHWREHDOPRVWDVWLJKWDVWKHSROLWLFDOIULHQGVKLSV
IRXQGZLWKLQDWLRQVZLWKPRGHUQZHOIDUHVWDWHV7KLVLVQRWDUHDOLVWLFRSWLRQLQ
LQWHUQDWLRQDODIIDLUVHYHQWKRXJKWKHGRFXPHQWVIURP5LRLQFOXGHPDQ\UHFRP
PHQGDWLRQVDERXWFDUHIRUWKHQHHGLHVWDQGPRVWYXOQHUDEOHSDUWLHVVRZHZLOO
KDYHWRVHWWOHIRUVRPHWKLQJOHVVDPELWLRXV
8QGHUWKHVHFLUFXPVWDQFHVFRPSOH[HTXDOLW\FDQSUREDEO\EHVWEHIXUWKHUHG
DFURVVQDWLRQDOERUGHUVLIDGLVWULEXWLYHVROXWLRQLVFKRVHQWKDWVHHPVUHDVRQDEOH
WRPRVWSHRSOHGHVSLWHGLIIHUHQFHVRIWUDGLWLRQHYHQEHIRUHFRQVLGHUDWLRQV
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DERXWGHYHORSPHQWDOLQHTXDOLWLHVDUHEURXJKWLQDQGZKLFKFDQDOVRVXUYLYHDQ
LQWURGXFWLRQIWKHVHFRQVLGHUDWLRQV2QWKHRQHKDQGLWKDVWRKDYHVRPHNLQG
RIEDVLVLQYDULRXVWUDGLWLRQVLWPXVWEHVHHQDVIDLUIURPPRUHWKDQMXVWRQH
KLJKO\SDUWLFXODUYLHZSRLQW2QWKHRWKHUKDQGLWPXVWQRWLQFUHDVHJOREDO
LQHTXDOLWLHVRUSURGXFHPRUHREVWDFOHVRQWKHURDGWRDVWDWHRIFRPSOH[HTXDOLW\
$OWKRXJKWKHUHDUHRWKHUHDVRQDEOHSRVVLELOLWLHV,EHOLHYHWKDWKHSURSRVDO
ZKLFKFDQPDWFKERWKNLQGVRIFRQVLGHUDWLRQVEHVWLQWKHSUHVHQWVLWXDWLRQLVWKH
RQHZKLFKUHTXHVWVXVWRGLVWULEXWHHPLVVLRQTXRWDVWRFRXQWULHVLQDFFRUGDQFH
ZLWKSRSXODWLRQVL]HLHRQWKHEDVLVRIVLPSOHTXDOLW\ZKLOHOHDYLQJGHFLVLRQV
DERXWLQWHUQDOGLVWULEXWLRQWRWKHQDWLRQDOJRYHUQPHQWRURWKHUGRPHVWLF
GLVWULEXWRUV7KLVLVDUXOHZKLFKLVVLPSOHDQGHDV\WRXQGHUVWDQGSDUDOOHOVFDQ
EHIRXQGLQDOOPDMRUFXOWXUDOWUDGLWLRQVDQGLWKDVWKHLPSRUWDQWDGYDQWDJHRI
OHDYLQJPDQ\GHFLVLRQVWREHPDGHDWWKHQDWLRQDORUORFDOOHYHO$VORQJDVWKH\
NHHSWKHLUHPLVVLRQVZLWKLQWKHLUQDWLRQDOTXRWDWKHQDWLRQDODQGORFDOFRPPX
QLWLHVFDQFKRRVHWKHLURZQGRPHVWLFGLVWULEXWLYHVFKHPHV7KH\FDQGHOLEHUDWH
LQDFFRUGDQFHZLWKWKHLURZQFRPPRQFRQFHSWLRQVRIMXVWLFHDQGHTXLW\WDNLQJ
LQWRDFFRXQWDOONLQGVRIFRQVLGHUDWLRQVDQGXVLQJYDULRXVNLQGVRIFULWHULDZKLFK
DUHIRXQGWREHUHOHYDQWZKHQIXUWKHULQJWKHJRRGOLIHZLWKLQWKHQDWLRQ,QWKLV
FDVHWKHQHHGIRUJOREDOGHFLVLRQPDNLQJFDQEHFRPELQHGZLWKDQHTXDOUHVSHFW
IRUQDWLRQDODQGORFDOVHOIGHWHUPLQDWLRQZKLFKLVDZHOOHVWDEOLVKHGSULQFLSOHLQ
LQWHUQDWLRQDODIIDLUV
7KLVSURSRVDOFDQDOVREHVHHQDVEHLQJLQOLQHZLWKDQRWKHUZHOOHVWDEOLVKHG
SULQFLSOHQDPHO\WKH3ROOXWHU3D\V3ULQFLSOHZKLFKDJDLQLVEDVHGRQDSULQFLSOH
RIGHVHUW&RXQWULHVZLWKHPLVVLRQVEH\RQGWKHFRPPRQO\DJUHHGXSRQOLPLWDUH
UHTXHVWHGWRWDNHRQUHVSRQVLELOLW\LQSURSRUWLRQWRWKHEXUGHQVWKH\SXWRQWKH
JOREDOFRPPXQLW\7KH\ZLOOHLWKHUKDYHWRPDNHPRUHRUOHVVH[SHQVLYHFXWV
RUWKH\ZLOOKDYHWRSD\RQHZD\RUWKHRWKHUIRUWKHH[WUDHPLVVLRQV,ZLOOQRW
WDNHDSRVLWLRQKHUHRQZKHWKHURUXQGHUZKLFKFLUFXPVWDQFHVWKLVFRXOGEHVW
EHGRQHE\SD\LQJFRPSHQVDWLRQWRWKHPRVWYXOQHUDEOHSDUWLHVEX\LQJWUDGDEOH
HPLVVLRQHQWLWOHPHQWVVHQGLQJHPLVVLRQWD[HVWRDJOREDOLQVXUDQFHIXQGRUE\
XVLQJGLIIHUHQWNLQGVRIMRLQWLPSOHPHQWDWLRQ
7KHSURSRVDOPRUHRYHUKDVWKHDGYDQWDJHRIQRWEHLQJGHSHQGHQWRQD
FRQFHSWLRQRIWKHJOREDOFRPPXQLW\EH\RQGWKHPRVWEDVLFFODLPVRIUHDVRQDEOH
FRH[LVWHQFH,WGRHVQRWGHPDQGWKDWUHGLVWULEXWLRQVDUHPDGHRQWKHEDVLVRI
QHHGVDQGDELOLWLHVDORQHHYHQWKRXJKLWLVOLNHO\WRLQYROYHUHGLVWULEXWLRQVZKLFK
DUHLQDFFRUGDQFHZLWKWKHVHFULWHULDWRR7KLVZLOOEHWKHFDVHIRULQVWDQFHLI
IDLUDQGUHDVRQDEOHVFKHPHVIRUTXRWDWUDGLQJDQGMRLQWLPSOHPHQWDWLRQFDQEH
IRXQGWKDWLVVFKHPHVZKLFKDUHPXWXDOO\DGYDQWDJHRXVDQGZKLFKGRQRWMXVW
JLYHWKHVWURQJHUSDUWLHVDQRSSRUWXQLW\WRVNLPWKHFUHDPE\WDNLQJDOOWKHFUHGLW
IRUWKHHDVLHVWDQGPRVWSURILWDEOHLQYHVWPHQWVOHDYLQJWKHGLIILFXOWRQHVIRUWKH
ZHDNHUSDUWLHV
$FFHSWDQFHRIDGLVWULEXWLRQIHPLVVLRQTXRWDVLQSURSRUWLRQWRSRSXODWLRQ
VL]HRUVLPLODUVROXWLRQVLVRQO\SDUWRIWKHVROXWLRQKRZHYHU, KDYHDOUHDG\
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PHQWLRQHGVRPHRIWKHGLIILFXOWSUREOHPVWKDWDULVHDVVRRQDVZHWU\WRLQWHUSUHW
DQGDSSO\WKHSULQFLSOH)LUVWRIDOOKRZHYHULWWHOOVXVQRWKLQJDERXWWKHRYHUDOO
HPLVVLRQOLPLWZKLFKGHWHUPLQHVWKHVL]HRIWKHTXRWDV7KLVLVDTXHVWLRQRI
LQWHUJHQHUDWLRQDOMXVWLFHRUHTXLW\LQVRIDUDVWKHFRQVHTXHQFHVRIDQLQFUHDVLQJ
JUHHQKRXVHHIIHFWDUHJRLQJWRIDOORQIXWXUHJHQHUDWLRQV0RVWSHRSOHZRXOG
DJUHHWKDWWKHJHQHUDOFRQVLGHUDWLRQPXVWEHWROHDYHIXWXUHJHQHUDWLRQOLYLQJ
FRQGLWLRQVZKLFKDUHDVJRRGDVWKRVHZKLFKZHLQKHULWHGRXUVHOYHV7KH
LQWULJXLQJTXHVWLRQKRZHYHULVZKDWWKLVLPSOLHV2UWREHPRUHVSHFLILF
ZKHWKHUDQGWRZKDWH[WHQWLPSURYHGNQRZOHGJHWHFKQRORJ\DQGRWKHUNLQGVRI
FXOWXUDOUHVRXUFHVFDQEHDOORZHGWRVXEVWLWXWHIRUGHWHULRUDWHGQYLURQPHQWDO
FRQGLWLRQVRUODUJHUULVNV1HRFODVVLFDOZHOIDUHFRQRPLVWVDUJXHWKDWZHVKRXOG
SXWDSULFHRQHYHU\WKLQJDQGPD[LPLVHWKHDJJUHJDWHGYDOXHZKHWKHUWKLV
LQFOXGHVGLVFRXQWLQJIXWXUHJRRGVRUQRW2WKHUNLQGVRIXWLOLWDULDQVDUJXHPRUH
RUOHVVDORQJWKHVDPHOLQHV$VZHKDYHVHHQDERYHWKLVLVQRWDQDSSURSULDWH
VROXWLRQZKHQFRPSOH[HTXDOLW\LVWKHLGHDOEHFDXVHLQWKLVFDVHWKHUHFDQQRWEH
IRXQGRQHFRPPRQGHQRPLQDWRUZKLFKFDQVXPXSDOOYDOXHVQRUFDQWKHUHEH
MXVWRQHPDVWHUSULQFLSOHFRYHULQJDOOVSKHUHVRIJRRGV
$VIDUDV,FDQVHHWKHLULVQRRWKHUHDVRQDEOHZD\WRUHDFKDVROXWLRQWKDQ
WKURXJKDGLVFXVVLRQRIYDOXHVZLWKLQWKHJOREDOFRPPXQLW\:HKDYHWR
GHOLEHUDWHLQFRPPRQWRZKDWH[WHQWZHRXUVHOYHVZRXOGDFFHSWVD\WKHULVNV
UHODWHGWRDQLQFUHDVLQJUHHQKRXVHHIIHFWLQRUGHUWRREWDLQRWKHUNLQGVRIJRRGV
OLNHHFRQRPLFJURZWKWHFKQRORJLFDOSURJUHVVHWFZKLFKVRIDUKDYHGHSHQGHG
RQKLJKOHYHOVRIJUHHQKRXVHJDVHPLVVLRQV:HFDQQRWDYRLGWU\LQJWRSXW
RXUVHOYHVLQWKHSRVLWLRQRIIXWXUHJHQHUDWLRQVJLYHQWKHDPRXQWRINQRZOHGJH
DERXWFRQVHTXHQFHVZKLFKLVSRVVLEOHWRREWDLQDQGDVNLQJZKLFKVROXWLRQZH
ILQGWREHWKHEHVWH[SUHVVLRQRIHTXDOUHVSHFW:HFDQQRWNQRZDQ\WKLQJDERXW
WKHYDOXHVRIIXWXUHJHQHUDWLRQVRIFRXUVHEXWZHGRQRWQHHGWRNQRZWKHP
HLWKHU:HRQO\KDYHWREHKRQHVWDERXWZKLFKYDOXHVZHRXUVHOYHVILQGPRVW
UHDVRQDEOHDQGDERXWZKLFKNLQGVRIJRRGVZHILQGDWWUDFWLYHHQRXJKWRPDNH
XSIRUWKHSURMHFWHGULVNVDQGEDGFRQVHTXHQFHV
%XWLVLWSRVVLEOHDWDOOWRUHDFKDQ\NLQGRIFRQFOXVLRQLQWKHVHPDWWHUV",V LW
QRWRQHRIWKHEDVLFDVVXPSWLRQVFRQWDLQHGLQWKHLGHDORIFRPSOH[HTXDOLW\WKDW
WKHUHDUHVRPDQ\GLIIHUHQWJRRGVDQGYDOXHVUHODWHGWRGLIIHUHQWUHDVRQDEOH
FRQFHSWLRQVRIWKHJRRGOLIHWKDWRQHFDQQRWH[SHFWWRREWDLQDQ\NLQGRI
VXEVWDQWLDOFRQVHQVXV"7UXHEXWWKHIDFWLVWKDWZHFDQQRWDYRLGPDNLQJ
GHFLVLRQVLQFRPPRQZKHQWKHRYHUDOOLPLWVRIJUHHQKRXVHJDVHPLVVLRQVDUH
WREHVHWWOHG,IVKRUWFXWVOLNHWKRVHSURSRVHGE\WKHHFRQRPLVWVUHGXFLQJ
SROLWLFDOGHFLVLRQVWRDJJUHJDWHGSUHIHUHQFHVDUHQRWIRXQGDWWUDFWLYHWKHUHLVQR
HVFDSHIURPSROLWLFDOGHFLVLRQPDNLQJ
7KHQHHGIRUFRPPRQGHOLEHUDWLRQL UHODWLRQWRLQWHUJHQHUDWLRQDOHTXLW\KDV
DQLPSRUWDQWIXUWKHUFRQVHTXHQFHQDPHO\WKDWDOOPHPEHUVRIWKHJOREDO
FRPPXQLW\RXJKWWRKDYHDFKDQFHRISDUWLFLSDWLQJGLUHFWO\RULQGLUHFWO\WKURXJK
HOHFWHGUHSUHVHQWDWLYHV7KHLGHDORIFRPSOH[HTXDOLW\WKXVLQHYLWDEO\LPSOLHVWKH
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IXUWKHULQJRIVRPHNLQGRIOLEHUDOGHPRFUDF\RUSROLWLFDOMXVWLFHLHDVWDWHRI
DIIDLUVZKHUHDOOSDUWLFLSDQWVRIWKHJOREDOFRPPXQLW\DUHJXDUDQWHHGDVIDUDV
SRVVLEOHDVXIILFLHQWDPRXQWRIWKHNH\JRRGVZKLFKDUHQHFHVVDU\IRUWKHLU
LQGHSHQGHQWFRQVWUXFWLRQRIOLIHSULRULWLHVDVZHOODVIRUWKHLUSDUWLFLSDWLRQL 
PDWWHUVRIFRPPRQFRQFHUQ
7KLVEULQJVXVULJKWEDFNWRWKHTXHVWLRQDERXWWKHJOREDOSDUWQHUVKLSLQ
UHODWLRQWRLVVXHVRIFRPPRQFRQFHUQ7KLVSDUWQHUVKLSLVGLIIHUHQWIURPDQG
XOWLPDWHO\PXFKZHDNHUWKDQQDWLRQDODQGORFDOFRPPXQLWLHV,WLVWKHUHIRUHZLWK
WKHPRUHOLPLWHGFRPPXQLWLHVWKDWWKHPDLQUHVSRQVLELOLW\UHVWV,WLVWKHVH
FRPPXQLWLHVQRWWKHJOREDOFRPPXQLW\ZKLFKRXJKWWRXQGHUWDNHWKHJXDUDQ
WHHVIRUFLWL]HQV
SDUWLFLSDWLRQ7KHJOREDOFRPPXQLW\FDQDLGLQVLWXDWLRQVRI
HPHUJHQF\XUJHWKHQDWLRQDODXWKRULWLHVWRLVVXHJXDUDQWHHVSXWSUHVVXUHRQ
JRYHUQPHQWVHYHQWDNHPLOLWDU\VWHSVLQH[WUHPHVLWXDWLRQV%XWLQWKHODVWUHVRUW
LWLVDWWKHQDWLRQDORUORFDOOHYHOSDUWLFLSDWRU\LJKWVVKRXOGEHJXDUDQWHHG
7KHZRUOGLVPRYLQJFRQWLQXRXVO\WRZDUGVLQWHJUDWLRQ,QWKHHQGWKHJOREDO
FRPPXQLW\PD\WDNHRYHUDFHUWDLQSURSRUWLRQRIWKHUHVSRQVLELOLWLHVWKDWUHVWDW
WKHORFDODQGQDWLRQDOOHYHOWRGD\,ZLOOQRWDSULRULH[FOXGHWKHSRVVLELOLW\WKDW
LWPD\HQGXSDVDSROLWLFDOIULHQGVKLSLQDVWURQJHUVHQVHWKDQLWLVWRGD\
LQFOXGLQJVRPHNLQGRIJOREDODVVRFLDWLRQZKLFKJXDUDQWHHVWKDWQRRQHLVOHIW
ZLWKRXWWKHNH\JRRGVRIDGHFHQWOLIH8OWLPDWHO\ZHPD\HYHQGUHDPRIDUULYLQJ
DWDVLWXDWLRQZKHUHQHHGVDQGDELOLWLHVWXUQRXWWREHWKHFULWHULDHYHU\ERG\WKLQNV
DERXWILUVWZKHQGLVWULEXWLQJJRRGVDQGEDGVLQPDWWHUVRIFRPPRQFRQFHUQOLNH
WKHLQFUHDVLQJUHHQKRXVHHIIHFW,QWKHZRUOGRIWRGD\WKLVGRHVQRWVHHPWREH
WKHFDVH:HVKDOOKDYHWRVHWWOHIRUOHVVLQPDWWHUVRIMXVWLFHDQGHTXLW\$
GLVWULEXWLRQRIHPLVVLRQTXRWDVLQDFFRUGDQFHZLWKSRSXODWLRQVL]HRUVRPH
RWKHUPRUHFRPSOH[VROXWLRQZKLFKLQYROYHVD ODUJHUQXPEHURIFRQVLGHUDWLRQV
DERXWGLIIHUHQWLDWHGUHVSRQVLELOLWLHVVSHFLILFQHHGVDQGFLUFXPVWDQFHVEXWZLWK
DFRPSDUDEOHRXWFRPHGRHVVHHPWREHDVWHSLQWKHULJKWGLUHFWLRQKRZHYHU
LIWKHLGHDORIFRPSOH[HTXDOLW\LVDFFHSWHGDVDJXLGLQJLGHDO,WGRHVQRWWDNHXV
IDULQWKHFRPPRQGHOLEHUDWLRQDERXWZKLFKYDOXHVDUHUHOHYDQWLQUHODWLRQWR
LQWHUJHQHUDWLRQDOHTXLW\EXWLWGRHVQRWSXWPRUHGLIILFXOWLHVLQWKHLUZD\HLWKHU
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)&&&$UWLFOHVDDQG7KHIXOOWH[WRIWKH)UDPHZRUN&RQYHQWLRQ
WKH.\RWR3URWRFRODQGGRFXPHQWVIURPWKHVL[&RQIHUHQFHVRIWKH3DUWLHV&23VLQFH
WKH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EHHQSXEOLVKHGKRZHYHU$FRXSOHRIWKHFRQFOXVLRQVDUHWKDW
WKHUHLVQHZ
VWURQJHUHYLGHQFHWKDWPRVWRIWKHZDUPLQJREVHUYHGRYHUWKHODVW\HDUVLVDWWULEXWDEOH
WRKXPDQDFWLYLWLHVSWKDW
WKHJOREDOO\DYHUDJHGVXUIDFHWHPSHUDWXUHLVSURMHFWHGWR
LQFUHDVHE\WRr&RYHUWKHSHULRGWR?DQGWKDW
WKHSURMHFWHGUDWHRI
ZDQQLQJLVPXFKODUJHUWKDQWKHREVHUYHGFKDQJHVGXULQJWKHWKFHQWXU\DQGLVYHU\
OLNHO\WREHZLWKRXWSUHFHGHQWGXULQJDWOHDVWKHODVW\HDUV
S,QJHQHUDOWKH
FRQFOXVLRQVDUHVKDUSHQHGFRPSDUHGWRWKH6HFRQG$VVHVVPHQW5HSRUW7KHLGHDWKDWKHXQGHUVWDQGLQJRIWKHJRRGRIWHQLQLWVHOIGHWHUPLQHVZKRWKHDSSURSULDWH
UHFHLYHUVDUHZKLFKFULWHULDWRDSSO\DQGZKLFKSURFHGXUHWRXVHLVSXWIRUZDUGDQG
GHIHQGHGLQ:DO]HU
7KH)&&&PHQWLRQVD HULHVRIVSHFLDOQHHGVDQGFLUFXPVWDQFHVZKLFKRXJKWWREHWDNHQ
LQWRFRQVLGHUDWLRQZKHQEHQHILWVDQGEXUGHQVDUHGLVWULEXWHGFIHVSHFLDOO\$UWLFOH
D+L
&I)&&&RSFLW$UWLFOH&IRQWKLVSRLQW5DZOVSSII$FFRUGLQJWR5DZOVWKHFXWRIISRLQWLVUHDFKHG
ZKHQEXUGHQHGVRFLHWLHVDUH
DEOHWRPDQDJHWKHLURZQDIIDLUVHDVRQDEO\DQGUDWLRQDOO\
DQGHYHQWXDOO\WREHFRPHPHPEHUVRIWKH6RFLHW\RI:HOORUGHUHG3HRSOHV
SLH
ZKHQWKHVHVRFLHWLHVKDYHUHDOLVHGDQGDUHDEOHWRSUHVHUYHMXVWRUGHFHQWLQVWLWXWLRQV
DQGDOOWKHLUFLWL]HQVKDYHWKHEDVLFPHDQVRIVXEVLVWHQFH,VKDOOUHWXUQWRWKLVODWHURQ
,WVKRXOGEHPHQWLRQHGWKRXJKWKDWPDQ\RIWKHGLSORPDWVDQGUHSUHVHQWDWLYHVZKRWRRN
SDUWLQWKHQHJRWLDWLRQVUHVXOWLQJLQWKH)UDPHZRUN&RQYHQWLRQKDYHQRWLFHGWKDWKH
GLVFXVVLRQVZHUHTXLWHRSHQPLQGHGDQGFRPSURPLVHVHHNLQJHVSHFLDOO\LQWKHODVW
SKDVHVEHIRUHWKHILQDOGHDGOLQHDOWKRXJKVRPHUHSUHVHQWDWLYHVVHHPWRKDYHKDGJUHDW
GLIILFXOWLHVDEVWUDFWLQJIURPWKHLURZQQDUURZO\FRQFHLYHGQDWLRQDOLQWHUHVW$VHULHVRI
LQVLGHGHVFULSWLRQVRIWKHQHJRWLDWLQJSURFHVVLVFROOHFWHGLQ0LQW]HUDQG/HRQDUG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SRVVLEOHDQWLFLSDWHWKHDLPHGIRUSRVWZDUUHODWLRQVKLS&I:DO]HUDQG5DZOV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
5DZOV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WUXHFLWL]HQV
WKDWLVZKHUHIRUHVODYHVKRXOGQRWEH
FRXQWHGLQDFFRUGLQJWR$ULVWRWOH7KLVLVDSRLQWRIFRXUVHZKHUHZHFDQQRWIROORZKLP
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PHQWDOWUHDWLHVDQGVRIWODZGRFXPHQWVH SHFLDOO\VLQFHWKH6WRFNKROPFRQIHUHQFH
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O JDF\RIDGKRFLVP
1DMDPDQG6DJDU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WUDQVIHURIPRQH\IURP
ZHOORUGHUHG
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EXUGHQHG
VRFLHWLHVRUIURPVRFLHWLHVIRFXVLQJ
PDLQO\RQHFRQRPLFJURZWKWRVRFLHWLHVIRFXVLQJRQRWKHUNLQGVRIJRRGVVXFKDVOHLVXUH
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This content downloaded from 130.225.198.129 on Wed, 3 Sep 2014 07:04:33 AM
All use subject to JSTOR Terms and Conditions

),11$5/(5
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